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RESOLUTION 


Adopted by the Executive Committee of the 
Association of Casualty and Surety Executives 


Resolved, That the Association of Casualty and Surety Executives 
and its 62 member companies, listed on the opposite page, place 
their respective services at the disposal of the Government of the 
United States, in such capacities as their experience and facilities 
particularly equip them, for the purpose of aiding in the early and 
efficient completion of an adequate national defense program; and be 


it further 


Resolved, That this Association place a copy of this resolution in the 
hands of the President of the United States and the heads of such 
departments and agencies of the Government of the United States as 


may be interested in or affected by the action here taken. 





@ Efficiency in 
Agency Management 


Freeing the Salesman from His Desk 





Streamlined Office Routine Results in Lower Costs, 
Saving of Time, and Even Better Service 





W. D. O’GORMAN 


* Every improvement in method 
or in mechanization within the 
agency which tends to simplify 


or to accelerate the workings of 


that agency is, undoubtedly, a 
boon to the man who is honestly 
trying to free himself from his desk 
and “to get out from under” 
his paper work. And it would seem 
that these generalities hold good 
whether his office be the ‘‘one- 
man agency” or an establishment 
having ten, twenty or more men, 
busy either at their desks or in 
making sales visits. 

Some years back we set about 
systematically to improve our of- 
fice routine and modernize the 
office equipment. Changes then 
planned, we knew, would take at 
least three years for completion. 
When this time arrived, the 
agency moved into quarters which 
gave light and air from all sides 
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and where the physical layout 
was such that the personnel could 
be properly located; located in 
such a way that each department, 
each section and each individual 
was placed logically with respect 
to the other sections and individ- 
uals and with due regard to the 
flow of work between them. The 
changes made did not disturb exist- 
ing systems of line cards, expira- 
tion cards, filing methods or basic 
principles of agency routine, but 
usually were amplifications of such 
systems. 

Dictating Service. — The agency 
typing section was equipped with 
the quietest typewriters which we 
could buy and then dictating 
machines were installed through- 
out. A gratifying economy in the 
needed number of typing employ- 
ees resulted and also, perhaps 
rather surprisingly, we found that 
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our “contact” men, dictating 
regularly, prefer the use of these 
recording machines and find them 
great time savers. 

Mailing Meter.— Our mailing 
clerk was supplied with a modern 
mailing machine, together withan 
extremely accurate scale of the 





W. D. O’GORMAN 


type which carries an extra large 
reading scale. This resulted, as 
might have been expected, in a 
cessation of complaints which often, 
but not always, had been in good 
nature and to the general effect 
that it would be a good idea to put 
enough stamps on our outgoing 
mail! Curiously enough, it ef- 
fected a small economy in the 
grand total of our mailing costs. 


Adding Machines. — Throughout 
the agency and as replacements 
were needed, electric adding ma- 
chines were substituted for the 
hand-operated variety. 

Telephone Improvements. — Our 
telephone system was enlarged 
and for our selling men we made 
the addition to each of their desks 
of a small gadget permitting that 
man to hold an outside call while 
talking to file, loss, rating or other 
departments in order to get infor- 
mation with which his conversa- 
tion with the customer might be 
completed. 

Itinerary Control. — A rigid rule 
for everyone in the agency was 
put into effect so that the tele- 
phone operator is aware, at all 
times, of the itinerary of any of 
the contact men away from the 
office. On the wall, in back of the 
switchboard operator, hangs a 
map of this entire portion of our 
state which shows, at almost a 
glance, the best automobile route 
to any given address. These al- 
most ‘‘automatic’? maps are now 
available for all the metropolitan 
areas of the United States. 

Hollerith System. — The cash- 
ier’s department, accounting and 
bookkeeping underwent perhaps 
the most sweeping change which, 
however, in no way affected book- 
keeping principles. It was merely 
one changing the method of the ap- 
plication of those basic principles. 











Phone attachment permits one to “hold” a call 
while talking elsewhere 





The so-called “punched card” 
or Hollerith machines were intro- 
duced, the unit consisting of a 
duplicating punch, a sorter and 
an alphabetical tabulator, the unit 
housed in a sound-proof room. It 
has now been in operation over 
three years and its accuracy, speed 
and efficiency are not to be doubted. 
It was wanted primarily for sta- 
tistical work helpful to our con- 
tact men, but it justifies its ex- 
pense in bookkeeping and ac- 
counting, as well. 

The flexibility and speed of this 
equipment permits of the auto- 
matic preparation of: policy regis- 
ter, cancellation register, cash re- 
ceipts journa', brokers’ statements, 
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company account statements, trial 
balance and various other statisti- 
cal reports. 

The trial balance is completed 
before the close of the first work- 
ing day after the month end, and 
the brokers’ statements are ready 
for mailing two days later. The 
only one of our books of record 
not prepared by the unit is cash 
disbursements. This book unques- 
tionably could be made by the 
punched card machines, but the 
nature of cash disbursements in 
our agency is such that there is 
not a sufficiently large “‘run’’ of 
work to make machine operation 
worth while. 

Check Writer. — We _ therefore 
use a system for check writing 
which consists of an attachment to 
an ordinary typewriter carrying a 
roll consisting of two sheets sepa- 
rated by a one-time carbon. The 
first sheet comprises five checks 
which when typed are torn off as 
needed. When five checks have 
been completed, the underneath 
sheet is removed and becomes a 
page of the cash disbursements 
record book. 

Bookkeeping by punched cards 
is, of course, not applicable to 
small or moderate sized agencies; 
it would be economical in only 
very large agencies. 

Visible Binders. — We established 
a so-called information clerk whose 
desk is equipped with a series of 
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books of the visible-binder type 
and in which, at the lower edge 
of each page, the names of fifty 
customers may be seen at one 
time. Each of these information 
sheets carries data concerning an 
assured essential to the salesman 
servicing that customer. These 
cards were designed for our own 
purposes and give such informa- 
tion as the name of the wife or 
husband of an assured, names of 
children, intimate friends or rela- 
tives who are clients of the agency, 
how contact with the account was 


originally established, special mail- 
ing instructions, etc., etc. 
Statistical Studies. — A statistical 
clerk, who works in close con- 
junction with the information 
clerk, was put to work punching 
cards for subsequent use on our 
Hollerith machines. It is her duty 
to punch data concerning every 
policy and every endorsement 
changing coverage. When these 
statistical cards have been accu- 
mulated for three years, it is our 
hope that valuable tabulated sta- 
tistical information concerning our 





The Hollerith punched card or statistical machine 








own customers will become avail- 
able. 

In other ways, too, we hope to 
find it helpful — should there be a 
sudden change in, let us say, jew- 
elry floater rates. 

These cards, one for every direct 
customer on the agency books, 
could be sorted on the jewelry 
floater code number and the re- 
sulting stack of cards could then be 
put in the tabulator and a list 
would be printed up giving the 
name, address and, briefly, the 
coverage of every jewelry floater 
customer with whom it was neces- 
sary to make contact concerning a 
change in rate or a change in cov- 
erage. This list can then be broken 
down for each contact man; simi- 
larly for personal effects floaters, 
automobiles in certain counties, or 
any other classification useful to 
the salesman, including customers 
by occupation, geographical loca- 
tion, etc. 

We believe that it will be pos- 





Mailing desk equipment. Postage meter and 
scale 











6 THE CASUALTY AND SURETY JOURNAL 





Information clerk's desk 





sible to develop the statistical 
operations so that when one of our 
contact men calls for information 
concerning John Doe’s account, 
he can be given, within one or 
two minutes, a brief tabulation 
showing each of the purchases of 
that customer and typed up in 
such a way that the various lines 
of insurance which John Doe does 
not buy will also be brought to his 
attention. Thus this system shows 
both coverage and Jack of coverage. 

At present, a policy or an en- 
dorsement having gone over the 
desk of the statistical clerk, next 
goes to the information clerk who 
attaches special mailing instruc- 
tions or anything else to be carried 
or which is needed by the man 
who will deliver the policy, whether 
by letter or by personal call, and 
the contract or endorsement then 











goes over the desk of a survey 
clerk whose work consists in at- 
taching to one or more policies 
of any given customer, at stated 
intervals only, a brief survey of 
those purchases. 

In every one of these changes, 
the hope was that the agency’s sell- 
ers of insurance, its ‘‘contact 
men,”’ would be supplied auto- 
matically, quickly and accurately 
with everything that should be 
brought to their attention when 
about to see or write the client; 
in other words, to free that valu- 
able salesman for as much time 
away from his desk as possible. 
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Yearly Visits. — Our contact men 
endeavor to visit every customer 
on the agency books at least once 
a year and, at that time, thor- 
oughly discuss purchases and pos- 
sible requirements. When a policy 
delivered in person, this 
contact man’s letter accompanies 
the policy. In other words, each 
account in its entirety is serviced 
by the same contact man when- 
ever that be feasible. When the 
need of specialized service by 
one of our rating engineers, loss 
adjusters, etc., develops, the spe- 
cialist is taken to the customer by 
that same contact man. 


is not 





Cash disbursement book and check typewriter 
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Frequent Phone Calls. — We be- 
lieve that our contact men should 
make very liberal use of the tele- 
phone whenever clients are con- 
cerned and we have never made 
any effort toward economy where 
calls to customers are involved. 
The telephone gives the matter a 
distinctly personal touch. 

The business of insurance is, as 
all the world knows, one of very 
great detail. There is ample room 


for simplification of policies and 
the elimination of this unending 
detail. Company organizations 
might well give it thought, if only 
for the reason that each step in 
that direction frees selling men 
for just that much more time away 
from the paper work at the desk. 
The right kind of selling men will 
use that time advantageously to 
the companies and to their agen- 
cies. 





de 


“J COMING FEATURES k- 


With business activities at an accelerated pace, and producers every- 
where on their toes to give unstintingly of their advice and services, 
Tur CasuALty AND SuRETY JOURNAL plans to bring you an even greater 
variety of “sales ammunition” during the months immediately ahead. 
From California to Maine, from Florida to Washington, insurance men 
in all sorts of capacities will give to our readers helpful suggestions 





arising out of their own practical experiences. 

Our files are already bulging with suggestions which, if properly 
applied, should have a material effect on your own income. Each mail 
brings more stories that we like, and that you will like. We can hardly 
wait to pass them along. 

Here are a few of the titles tentatively slated for early publication: 





Auto Financing by Banks 

Workmen’s Compensation 

Why Men Steal 

The Outlook for Casualty 

What the Producer Can Tap in His 
Local Chamber of Commerce 

Countersignature Laws 

The Catalyzers of Liberty 

Selling Policies by Phone 


Blanket Fidelity Bonds 

Why Accident and Health Insurance? 

Insurance Needs of Banks 

A Three-Million-Dollar Line Comes 
Home 

Boiler and Machinery Insurance for 
the Mechanized Era 

Tough Interviews Sharpen the Wits 

The Silent Salesman 


We have an appointment with you — and you with us — every month! 








What Are You Selling? 





Price Alone Never Has Been and Never Will Be 
a Standard of Value 





GEORGE 


* Ir 1s stimulating to hear an 
agent, who has enjoyed a substan- 
tial success in the insurance field, 
comment that he doesn’t pretend 
to meet any and every price ap- 


peal. He has been able to over- 


come in a large measure this 
competition because he firmly 
believes and convinces his in- 


sureds that his product and his 
service worth appreciably 
more than any rate differential. 
Practically as well as theoret- 
ically, whenever any salesman 
uses price as his banner he is 
called upon to undersell the com- 
petition. When price is the main 
consideration, how can one justify 
a rate which is substandard when 
it is not the dowest rate in use? 
The virtue of consistency does 
not obtain in this line of reasoning, 
for if it is granted that the sub- 


are 


standard is as good as the stand- 
ard, then it should follow that 
the cheapest might be as good as 
the substandard. It is reasonable 
to suppose there is merit in any 
standard which serves as a basis 
from which all deviation springs. 

What we have to sell is defi- 


H. 


BEACH 


nitely an intangible; a promise 
evidenced by an insurance con- 
tract which stipulates that the 
company will, if asked to perform, 
indemnify the insured against 
financial loss according to the 
terms of that contract. Whether or 
not that promise will be fulfilled 
calls for consideration of many 
factors: 

(1) The soundness, stability and 
character of the company. This 
reflects the ability as nearly as 
can be determined, and the will- 
ingness of the company to pay. 

(2) The contract itself. Unfor- 
tunately, not all policies of similar 
cover read alike. Some are broader 
in scope than others. 

(3) Service. Hew is the company 
equipped to service the risk from 
both claim and engineering stand- 
points, locally and nationally? 

(4) Diversity of lines written. Di- 
versification is always desirable in 
that it spreads the risks involved. 

These factors very much deter- 
mine the appeal insurance com- 
panies offer. Price never has been 
and never will be a standard of 
value. 








@ Great Values in a Small Space 





How Valuable Are Accounts Receivable? 





If Credit Is the Backbone of Business, What Would 
Happen to the Average Business Man If His Accounts 
Receivable Were Stolen or Destroyed by Any Cause? 





PAUL N. GERY 


* Some business men resort to 
elaborate precautions in the pro- 
tection of their records, using the 
latest forms of fire resistive tub 
desks, cabinets, safes and vaults, 
while others keep their records of 
accounts receivable in ordinary 
metal filing cabinets, some in 
wooden cabinets. Still others give 
them no protection at all. 

It is fair to ask what would be 
the immediate financial position 
of a business man if his records of 
accounts receivable were stolen or 
destroyed by any cause, bearing in 
mind that the credit system is one 
of the backbones of our American 
business structure. And few indeed 
are the business houses that do not 
have substantial amounts of ac- 
counts receivable! 


A “DyNAMITE” CASE 

I recall one instance where, after 
discussing this type of insurance with a 
high executive of one of our largest 
wholesale sporting goods establish- 
ments, he advised me that as far as he 
his place of 


Was concerned, safe- 





keeping gave ample protection against 
most perils to which his records of 
accounts receivable might be ex- 
posed, and that he had no fear of their 
possible loss, even though their value 
was in excess of $500,000. 

Upon examination, I found that at 
night and when his premises were 
closed for business, these records were 
stored on a wooden shelf in the base- 
ment, immediately adjoining which 
was a very large supply of shotgun 
shells and other kinds of ammunition! 
A fire or an explosion would have 
made short work indeed of his records 
of accounts receivable. 

Until I pointed this out, the execu- 
tive had stated that he had never had 
a loss and having been in business for 
fifty years or more, he was sure that he 
was not going to have one. But the 
exposing of the facts to him made the 
sale. 


A NEwspaPER CASE 
An accounts receivable policy which 
I had sold to one of our leading metro- 
politan newspapers was up for re- 
newal. The president of this paper 
advised me that he had recently pur- 
chased additional fire resistive equip- 

















c——~ 


: 


What Is an Accounts Recewvable Policy? 


Summary of Cover: Pays the insured for loss through inability to collect 
outstanding balances or accounts receivable when such inability 
results from damage to or destruction of records of such accounts 
while within the premises. There are no named perils. 


If the insured, because of imminent danger of their destruction, is 
compelled to remove the books of accounts to a place of safety the 
policy shall apply to their loss or destruction during removal or while 
temporarily located in a place of safety. 


The policy also covers loss caused by larceny, theft or disappearance of 
such records of accounts receivable from within the premises occurring 
during and contributed to by an explosion or earthquake or a fire, 
flood, hurricane, windstorm, cyclone, strike, riot or civil commotion, 
leakage or overflow of water in or into the building containing the 
premises. 


Since it is probable that after loss there will be no records to 
definitely establish the amount thereef, the policy provides that the 
amount of insurance at the time of loss shall be the amount of out- 
standing accounts in the same month in the preceding year, less de- 
duction for probable bad debts with proper allowance of increase or 
decrease in outstanding accounts during the past twelve months. 
In case of partial destruction the amount of accounts which can be 
established is deducted from the amount of insurance mentioned 
above. All collections on destroyed accounts are credited to the 
Company as salvage. 

If the insured can definitely prove the amount of accounts receivable 
outstanding at the time of loss from control records, the Company’s 
liability shall be determined by such records and not by the pro- 
cedure set forth above. 


Before the policy is issued, the insured is required to submit applica- 
tions showing the total outstanding accounts at the end of each of the 
twenty-four months immediately preceding inception date. The de- 
posit premium is based on the monthly average for the twelve months 
immediately preceding the date of the policy. During the policy 
period, the insured must submit signed statements showing the 
amount outstanding at the end of each month. The final adjusted 
premium is based on the monthly average of the outstanding amounts 
during the policy period. 
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ment and therefore saw absolutely no 
need for continuation of this coverage. 
He felt that if his records were de- 
stroyed, the character and integrity of 
his customers was such that he could 
rely upon ultimate collection of at 
least 60% of his accounts receivable. 

Instead of disputing this point 
(which after all is purely a matter of 
conjecture), I agreed with him but 
pointed out that even if 80% were 
ultimately collected his loss would 
still be $200,000, and that furthermore 
we would start by paying him his 
gross loss, out of which he would re- 
imburse us as collections were made, 
thus keeping him in pocket during 
this trying and dangerous interim. 

As I left the room, I felt that all my 
arguments had been in vain, that the 
insured’s mind was made up, and 
that the renewal would not be placed. 
My parting shot: 

“Isn’t $1,250 a very small premium 
to pay for a loss of even $200,000 out 
of your approximate $1,000,000 ac- 
counts receivable?” 

The next day the broker telephoned 
me to say that the renewal had been 
accepted. 


HIGHLY VALUABLE 


A prudent business executive of 
today makes certain that his 
building, equipment and other 
real property is insured. Yet, his 
accounts receivable may repre- 
sent values in excess of all of 
these. Their sudden cessation 
would place him in most em- 
barrassing financial straits. 


I recently talked with the 


treasurer of one of the country’s 
largest manufacturing concerns 
of its type. During the course of 
the conversation, he stated that he 
had sufficient confidence in the 
integrity of his customers to pre- 
dict that at least 80% of his ac- 
counts receivable would be paid 

















PAUL N. GERY 


in time, should their records be 
destroyed. 

Yet almost in the same breath 
he admitted to me that if he did 
not receive a bill for his monthly 
telephone charges, he would in all 
probability never give the matter 
a thought and would never pay 
this account. I suspect that if we 
were honest, most of us would 
have to make the same admission. 














SALEs ANGLES 


In selling accounts receivable 
insurance, point out to your pros- 
pect that within an area of a 
comparatively few square feet in 
his general office he may have 
actual real value of hundreds of 
thousands, perhaps millions of 
dollars, yet it may take five, six, 
or seven floors to house merchan- 
dise of corresponding value, de- 
pending, of course, upon the 
nature of his business. A small fire 
isolated to that particular portion 
of the building where his records 
are kept, or an explosion, or 
any one of a dozen catastrophes 
might put this company out of 
business. 


BANKER SHOULD INQUIRE 

I have frequently asked com- 
mercial bankers what steps they 
have taken, when extending a loan 
on the guarantee of the financial 
statement and signature of the 
applicant, to ascertain the possi- 
bility of the borrower being able 
to repay the loan should he find 
himself unable to collect his own 
accounts receivable by reason of 





N OUR EVERYDAY search 


for business, we should keep 


the 


farthest from our minds. 


thought of the defeatist 
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EW INDEED are the busi- 
ness houses that do not have 
substantial amounts of accounts 


receivable. 











the theft or destruction of his 
records. 
Most admit that they have 


never given the matter serious 
thought, relying upon the business 
acumen of the borrower to pro- 
tect his records to the best of his 
ability. Nevertheless, the loan 
must be repaid. 

Quick SALEs 

While the selling of an accounts 
receivable policy may require fre- 
quent re-visits to the prospect, I 
have frequently made the sale 
upon my first or second visit with 
the broker. Entirely aside from the 
substantial premium which this 
type of insurance usually involves 
and which in my experience is 
usually handed to the broker (on 
a silver platter), the really amaz- 
ing feature of this type of solicita- 
tion is the entree to new accounts 
which it opens up. 

I can scarcely recall an instance 
of failure to at least interest a 
prospect in this subject. And 
whether or not the sale is ever 
made, the broker has made an 
entree to other lines that might 
never have been opened to him 
otherwise. 
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The agent or broker must ask 
his prospect this simple question: 
“Mr. X, what position would your 
firm be in should your records of 
accounts receivable be stolen or 
destroyed?” Point out that this 
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means destruction from any cause 
whatsoever. If it does nothing 
else, this simple question will 
start some thinking about the 
subject and to that extent you will 
have rendered a vital service. 


te 


Liability Protection Improved 


Until personal liability coverage was available, John Jones, when 
he wanted to protect his property from loss because of his legal liability 
to others, had to separate himself into “John Jones, Homeowner,” “John 
Jones at Play,” and so on, and buy liability protection piecemeal, with 
the emphasis on the place and manner of possible injury rather than on 
what he had to protect. Now he can not only get those coverages which he 
formerly had to buy separately, combined into one policy, namely resi- 
dence and sports liability, but more important he is now protected against 
innumerable possibilities of accidental injury to others which can arise 
during the course of normal, day-by-day activities of himself and his 
family, which could not be previously included under any form of 





coverage. — John Donovan 


Coals to Newcastle 


When a salesman for a salesmanship course tried to sell his wares to 
members of an insurance agency in a Mississippi town, the tables were 
turned and before he knew what was happening, found himself with an 
automobile accident policy in his hand. ““That policy is so good,” the pro- 
ducer stated modestly, “that a fellow doesn’t need any special course in 


salesmanship to sell it.” 


Two- Timing 


Darling, haven’t I always given you my salary check the first of every 


month? 


Yes, but you never told me you got paid twice a month — you low- 


down, unprincipled embezzler. — Exchange 
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Neglect of accident-preventing activities in a 
stamping plant employing 275 men and women, 
made it become a poor risk. Workmen were 
chopping off fingers at the rate of eleven fingers 
each year. Insurance carriers had found the risk so 
bad that none would continue the coverage. 


Four years ago, this plant hired a combination 
personnel-safety-first-aid man, gradually gave him 
more authority and encouragement. 


This man’s first move was to insist on discipline, 
then he installed wrist-strap positive guards on 
every press that could be operated with them, as 
fast as he could get the management to buy them. 
The remaining presses he equipped with pusher 
sticks or small tongs for feeding materials. With 
these he set up a very thorough system of main- 
tenance and inspection on presses and _ safety 
devices so that he knew his safety devices them- 


selves were safe to use. 


Now he has two registered nurses, a new first-aid 
dispensary, a private office and thorough control 
of the accidents and improved employee coopera- 
tion. Accident experience has shown consistent 
improvement. 


Reported by the 


NATIONAL CONSERVATION BUREAU 
Accident Prevention Division of the 


ASSOCIATION OF CASUALTY AND SURETY EXECUTIVES 




















q@ Another Source of Sales and Income 





Boiler Insurance 





Boiler Writings Can Be Increased. A Well-Sold 
Policy May Bring Other Business As Well 





D. W. 
* IN THE past 20 years, total 
boiler writings have increased 
from about $5,730,000 to $8,- 


145,000, or about 42%. 

Unfavorable factors interfering with 
growth include abandonment of 
individual power plants in favor 
of public utility service; the in- 
creased size and capacity of the 
modern boiler with the result that 
frequently a battery of several 
boilers is replaced by a single large 
unit; and plant consolidations. 

Favorable factors fostering growth 
include the ever increasing use by 
industry of unfired pressure ves- 
sels; the increasing desire of the 
buyer to supplement direct pro- 
tection by use and occupancy and 
consequential coverage, the de- 
velopment of the low pressure 
(steel and cast iron) heating boiler 
field; the introduction of new or 
broader insurance; and the greater 
willingness of the customer to buy 
more complete protection. 

It is difficult, however, to gauge 
growth by annual premium vol- 
ume. The line is usually written 
on a three-year basis and annual 
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run-offs vary considerably. Can- 
celing and rewriting during the 
policy term further distorts the 
picture. There is no question, 
however, but that in years past 
new business has been sufficient 
to produce the trend of a net gain. 

There is good reason to believe 
that growth will continue, par- 
ticularly if the line is solicited and 
serviced with sufficient energy and 
care. 


CoNCERNING ExisTING INSURANCE 

Some of the many opportunities 
for volume increase fall under the 
following captions: 
(7) Limit per Accident 

This sum represents the total amount 
of insurance recoverable for direct loss 
through “‘one accident.” Every policy 
covers all direct loss on the assured’s 
property so caused and also his liabil- 
ity for damage to property of others 
including loss of use. Most policies 
include coverage of liability for per- 
sonal injury except that covered un- 
der a workmen’s compensation law. 

In spite of the fact that the peril 
insured against is of the catastrophe 
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type and that in other lines such as fire 
the customer usually buys adequate 
limits, all too frequently the boiler 
limit is absurdly below reasonable ex- 
posure. It may not be sufficient even 
to pay for cleaning up after a violent 
accident, let alone restoring the dam- 


aged property. 





D. W. LITTLE 


Underinsurance seems particularly 
undesirable as the cost of higher limits 
adds relatively little to the total pre- 
mium. The premium does not vary in 
direct proportion to the “limit per 
accident.” Few buyers will persist in 
underinsuring if the subject is prop- 
erly presented. 


(2) Optional Coverages in Connection with 


Boilers 


Piping and “furnace explosion” are 
optional coverages particularly val- 





uable to the customer. Under ex- 
tended fire insurance, there may be 
securable insurance protection sub- 
stantially similar to “furnace explo- 
sion,” but only through boiler insur- 
ance is there obtainable an accident 
prevention service designed to control 
these exposures. In spite of the possible 
duplication of insurance many buyers 
desire this protection, recognizing the 
value of the accompanying engineer- 
ing service. 


(3) Unfired Vessels 

The number and variety of such 
vessels employed in industry and else- 
where is constantly increasing. Unfor- 
tunately, however, there are outstand- 
ing a large percent of policies where 
the advantage of including such ves- 
sels has not even been pointed out to 
the customer. 

Although the additional premium 
required per vessel is usually much 
less than the object charge for a boiler, 
frequently a plant operating but one 
boiler will have several unfired vessels. 
In consequence, it is not unusual to 
double the direct policy premium by 
including these objects operating usu- 
ally under air or steam pressure. 

The selling points are the same as 
for boilers: an accompanying engi- 
neering service aimed to reduce the 
likelihood of “accident” and insurance 
in the event the accident is not pre- 
vented. Much sales material, includ- 
ing pictures illustrating costly failures, 
is made available by the insurance 
companies. 


(4) Use and Occupancy Coverage 


Although usually considered as 














pure insurance, use and occupancy 
frequently brings great advantage to 
the customer through the company’s 
ability to take steps to reduce outage 
and restore production more quickly 
and effectively than could the cus- 
tomer, solely dependent on his own 
resources. 

A direct loss is usually accompanied 
by interference with production. Fre- 
quently the production loss is the 
greater of the two. It therefore follows 
that direct insurance alone is usually 
but partial insurance and use and oc- 
cupancy insurance is required to com- 
plete the protection. 

Our fire friends seem to have done 
a better job of selling this indirect 
coverage than we. As the customer 
carrying fire U & O is committed to 
the principle of U & O protection, he 
should be a ready prospect for U & O 
in the boiler line. If the limits of the 
fire U & O have been properly worked 
up, there also exists a direct guide as 
to the limits of boiler U & O required. 

Less than one-half, probably less 
than one-quarter, of the boiler poli- 
cies include U & O. When boiler U & 
O is carried, frequently the limits are 
inadequate. The field is a broad and 
favorable one for new business. 


New POoticies 


The buying public has been so 
well educated to the value of 


boiler insurance that the field for 
new policies is substantially lim- 
ited to the small single power 
boiler installation, the low pressure 
or heating boiler field and private 
residences. 
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(7) Small Single Power Boiler Installa- 
tions 

The uninsured single power boiler 
installation in non-code states is apt 
to be substandard and not a very desir- 
able prospect. Usually such a risk can 
be handled satisfactorily only when 
the customer is sold the idea of good 
engineering practice and buys the 
insurance to gain the accompanying 
inspection service. 


(2) Low Pressure or Heating Boiler Field 

The heating boiler field is almost 
unlimited. Although thousands of pol- 
icies are in force they represent but a 
small fraction of the installations. 

Heating boilers are of steel or cast 
iron construction and usually operate 
at pressures ranging from a vacuum to 
15 pounds. The relatively low operat- 
ing pressure has inclined many users to 
consider insurance unnecessary. Such 
users forget that few boilers explode 
under normal operating conditions. 
Usually accidents do not occur unless 
something goes wrong or somebody 
makes a mistake. 

The heating boiler operates on 








A hot water tank explosion wrecked this 
California school, causing damage estimated 
at $10,000 
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Excess pressure — failure of the safety valve 
caused explosion of this hot water heating 
boiler in a Brooklyn residence 





more or less the same factor of safety 
as a power boiler. On this account, a 
pressure which would not be excessive 
for a power boiler can cause a heating 
boiler to explode violently, and many 
conditions can bring about such pres- 
sures accidentally. 

The hazard of cracking of sections 
of cast iron boilers is of course not a 
steam pressure exposure. Low pressure 
service cannot be argued as affecting 
this type of accident. 

Aside from the accompanying engi- 
neering accident prevention service 
insurance provides, other worthwhile 
advantages accrue to the insurer, fre- 
quently in themselves well worth the 
total premium cost. Equipment of this 
class is apt to be in rather unskilled or 
careless hands. Unless checked the 
attendants are likely to permit con- 
ditions that cause unduly rapid deteri- 
oration of equipment and inefficiency 
in operation with excessive fuel costs. 


Through inspection service and re- 
ports to the customer, better care and 
maintenance of the equipment is se- 
cured. Thus, the customer’s invest- 
ment is conserved, maintenance costs 
are reduced and better operating 
economy secured. 


(3) Private Residences 

Through a flat rate premium plan 
varied only by the number of heated 
rooms and the amount of insurance 
desired, an especially broad and at- 
tractive insurance is available for 
private residences. Undoubtedly this 
class of prospect is by far the largest 
of all. The field is fertile and as yet 
hardly scratched. 

It is true that various multi-pointed 
and otherwise designated policies is- 
sued by other than boiler insuring 
companies provide some insurance 
protection against the peril of heating 
boilers and other pressure objects in 
such residences, although such protec- 
tion makes little or no effort to prevent 
the accident. 

Residence boilers and pressure ves- 
sels are capable of creating, and do 
produce, violent accidents. Aside from 
destroying property they threaten the 
life and safety of the entire family. 
These innocent appearing gadgets are 
frequently planted about the sacred 
family shelter at points most con- 
venient to maim or destroy if by 


chance their energy becomes un- 
harnessed. The heating boiler beside 
the children’s playroom or under the 
living-room, and the hot water tank 
in the kitchen handy to baby’s high- 
chair, should not be forgotten. 

Few heads of families are satisfied 
















This cast iron boiler explosion injured four 
persons and did $10,000 damage to these stores 





with mere insurance when the safety 
of their wives and children is con- 
cerned. Many will recognize the wis- 
dom of protecting themselves and their 
families by paying a small insurance 
premium in order to_ periodically 
bring to their home trained boiler 
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and pressure vessel safety engineers, 
skilled in detecting accident producing 
conditions. Frequently, residence ob- 
jects are improperly installed and any 
safety valve or protective device may 
get out of order. 

To few agencies is boiler insur- 
ance a backbone line. Instead it is 
more of a feeder, combining with 
other lines to build and stabilize 
agency volume. Boiler writings 
can be increased and the line 
seems to be one warranting the 
expenditure of some time and 
effort on the part of the agent. 

An incomplete or improperly 
written policy may jeopardize an 
entire account. A well-sold policy 
may prove the wedge that brings 
in all of a customer’s business. 











oy 
Queer Results 


Strange things happen in automobile accidents and strange lawsuits 
develop from them. In Hoboken, New Jersey, recently, a jury awarded a 
man $1,000 for the loss of a fine head of hair and a flourishing mustache, 
both of which shriveled up and died as the result of shock following a 
crash. . . . An Englishwoman was recently awarded 1,500 pounds be- 
cause she could not control her wink after a crash. . . . A knock that 
developed in the knees of a waitress in Omaha brought her $20,000. The 
judge told the jury that he thought they had been very generous. . 

A Brooklyn woman received $4,000 because she developed spasmodic fits of 
giggling as a result of an accident. . . . A jury gave a showgirl $90,000 
for the loss of her beauty in an automobile crash. The Appellate Court 
reduced the award to $40,774.50 and the showgirl took a trip to Europe. 


Free Transit 

Collections are speeded up considerably when we enclose with renewal 
or new policies a postage-guaranteed reply envelope. Envelopes seem to 
have a good psychological effect. They not only save a two-cent postage 
stamp, but make it easy for the insured to pay. — J. C. Welch, Cincinnati 














@ Sharpening Eyes and Minds 





Brains Replace Brawn on the Police Force 





The Police Traffic Forums Are Another Contribution 
of Stock Casualty Insurance to Greater Safety 
on Our Streets and Highways 





HAROLD F., 


* Po.ice officials constantly are 
looking for new weapons with 
which to combat local motor ve- 
hicle accidents. Their aim is to 
apply the same scientific approach 
to traffic as is being applied so 
effectively to crime. Recently they 
developed the police traffic forum, 
a novel technique designed to 
focus the attention of all police 
executives upon the major prob- 
lems in local traffic situations. 

Built around a series of weekly 
conferences, the forum permits 
the exchange of ideas and frank 
round table discussions by the 
executive members of the depart- 
ment. It helps to uncover new 
traffic tools and solutions, permits 
police executives to obtain a clearer 
picture of major problems and 
creates a challenging desire to 
devote and focus more attention 
on traffic. 


Mayor PRoBLEMs 

For example, the executives in one 
of these forums were discussing the 
subject of “selective enforcement,” the 
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concentration of enforcement at those 
locations where most accidents occur, 
on those major violations causing acci- 
dents, and at those hours of the day 
when the majority of accidents take 
place. 

Study showed one precinct with 
twice as many accidents as any other; 
that a large share of the accidents 
occurred on a certain few streets; and 
that in a short period in the late after- 
noon almost three times as many acci- 
dents were occurring as in any other 
period. This same study showed that 
drunken pedestrians were a serious 
problem in a certain neighborhood. 

Armed with this factual data, the 
police executives went out of the 
forum determined to their 
patrolmen and squad cars to more 
directly meet these major problems. 


relocate 


WorCESTER’s RESULTS 
Such a police traffic forum was 
recently held in Worcester, Massa- 
chusetts, national winner of the 
National Safety Council’s 1939 
traffic award to the safest city in 
the 100,000/250,000 population 
group. 
For ninety minutes weekly, for 
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several months, 40 police ser- 
geants, lieutenants and captains 
met to discuss major traffic prob- 
lems, although this was by no 
means the first accident preven- 
tion step taken by either the police 
or citizens of that city. All through 
1939 they hammered at the prob- 
lem, concentrating on a 2-point 
program of “not over 25 mph” 
and “‘no fixing of tags.” 

This resulted in 4,898 arrests 
and 4,847 convictions for traffic 
violations, parking excluded. Sev- 
enty per cent of the arrests were 
for speeding. Backing up the 
police was the Citizens Traffic 
Safety Committee whose mem- 
bership included numerous insur- 
ance men, the newspapers, civic 
clubs and others. 

To improve these excellent re- 
sults in 1940 would not be easy. 
To achieve this, the police adopted 
the police traffic forum. Almost 
immediately a change was noted 
in the interest, activities and atti- 
tude of the executive officers. 

Some for the first time obtained 
a clear picture of the traffic prob- 
lem, its scope and what the police 
could do about it. Others immedi- 
ately took advantage of the round 
table discussion periods to present 
their ideas on how certain specific 
problems could be met, or asked 
questions that had been bothering 
them for some time. 

Listening to guest speakers gave 
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them a still broader view and often 
a new concept of the problem. Be- 
fore long the interest and informa- 
tion developed filtered back to the 
patrolmen and was reflected in 
their hour-to-hour work. The suc- 
cess of the forum was obvious. 
Soon dozens of other cities were 
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applying this same approach to the 
traffic problems. 


SuGGEsTIONS WELCOMED 

Although the forum is designed 
for the executive officer, the pa- 
trolman on the beat or in the 
squad car is not forgotten. These 
men, upon whom the immediate 
job of preventing motor vehicle 
mishaps depends, are brought in 














touch with the forum through 
their executive officers. Patrolmen 
in turn are encouraged to submit 
to their executive officers sugges- 
tions on how they would solve the 
traffic problems at difficult spots 
on their beat. Generally they re- 
spond with a large number of 
practical pointers that often strike 
at the heart of the trouble. 


CoorDINATION 


Judges, traffic engineers, safety 
experts and others address the 
forum with the viewpoint of the 
other fellow. These informal talks 


BRAINS REPLACE BRAWN ON THE POLICE FORCE 
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by outsiders also help the police 
to tie the enforcement program 
closer to the traffic program of 
other community groups bent on 
reducing accidents and improving 
traffic flow. 

Typical topics usually discussed 
at forums are: 


Handling drunken drivers, how to 
investigate accidents, convicting speed- 
ers, scientific use of accident facts, 
application of selective enforcement, 
preparing court cases, safety educa- 
tion, and what traffic engineers con- 
tribute to removal and correction of 
traffic hazards. 














EFFICIENT APPROACH 


The police traffic 
forum is a definite 
aid toward helping 
to place the police 
profession on a more 
efficient and effec- 
tive basis. It adds another link to 
the chain of activities designed to 
make the individual police officer 
realize it is brains and not brawn 
that get results. 

The ‘‘cop goes to college’’ is be- 
coming a common term today. 
Dozens* of police traffic schools 
are held annually throughout the 
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the 


country in connection with 
leading colleges and universities. 
The police traffic forum serving as 
an adjunct to such schools brings 
police training within reach of 
every officer of the police depart- 
ment. 

The National Conservation Bu- 
reau, Accident Prevention Division 
of the Association of Casualty and 
Surety Executives, recently pre- 
pared a special booklet describing 
how the police traffic forum can 
be applied in any community. 
Single copies of the booklet are 
available upon request. 


ee 


New Pocket-Size Safety Booklet Now Available 
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Latest addition to the National Conservation Bureau’s 
list of pocket-size safety rule booklets, the Truck and Bus 
Drivers Rule Book, is now off the press. Advance orders 
j for this 36-page, 314" by 5%” publication, which com- 
2 prises a digest of those sections of the Interstate Com- 
merce Commission’s Motor Carrier Safety Regulations 
(Revised) which directly concern the driver, have ex- 


ceeded all expectations. 
Chapter headings include: Qualifications of Drivers, Driving of Motor 


Vehicles, Parts and Accessories 


Necessary for Safe Operation, Hours 


of Service Regulations, and Inspections and Maintenance. Also included 
is a sample form Driver’s Trip Report, especially de- 


signed to permit of modifications or additions to con- 
form with the specialized requirements of individual 


carriers. 


The booklet is printed on heavy, glossy-finish paper, 
and is profusely illustrated with line drawings. It is now 
available in quantity lots at the lowest possible price 
commensurate with the cost of publication. 
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Thoughts in Tabloid—I 


Heaps You Win — A young producer should not spend much 
time working up strange coverages while building the foundation 

of his agency volume. He can do much more 
with less effort by keeping up with the nor- 
mal needs of clients. 

In order to please, he must learn to think 
in the terms of the other fellow, but should 
never forget the consequences of misjudging 
the other fellow’s ability, intentions or de- 
sires. At the end of the day, he should be 
able to exult in service rendered his com- 
munity, and never have a feeling of a job 
a only half done for a client or for his com- 

panies, or experience the fear that an 








opportunity came for which he was not 
adequately prepared. 
There still is no substitute for hard work, but in this business 
always use your head to win! — Miss Frances Kypke, Kansas City 


Stupy BuyeEr’s Desires — Difficult as it seems to be to draw an 
analogy between insurance and any other activity, I believe it is 
possible to expand the usefulness of insurance and to remove some 
of the prejudices now existing by taking a 
leaf from the book of those engaged in other 
activities, especially those which have come 


— ; 


into existence within recent years, as, for in- 
stance, the automobile industry, practically 
unknown only 50 years ago and now one of 
first magnitude. 

Insurance has too generally proceeded on 
the assumption that its customers know little 
or nothing about the subject or even about 
their own needs. It has tried to create the 
thought that only those actively engaged in 
the insurance business can understand 
insurance principles and practices, and in trying to establish that 
thought it has expended time and talent which could have been 
much more profitably spent in learning what its customers want 
and devising ways and means of filling those wants. — A. P. 





Lange, Insurance Buyers Association, San Francisco 
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“Please forgive Bozo, Mr. 


The Spectator 











Fibble. He’s 
something of a retriever and he’s only 
trying to cut down the lapse ratio.”” — 
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SIDE GLANCES—By Galbraith 
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“It’s some 


just bumped your wife’s car 


wants you to come out and reason with 
her.”’ — New York World-Telegram 





truck driver — he says he 
and he 


“Tell him I’m selling life insurance and 
remind him that the older he is, the 


bigger the premium.” — Re produced 
by special permission of The Saturday 
Evening Post, copyright 1940, by The 
Curtis Publishing Company 





INSURANCE 
AGENCY 






*T don’t like to be critical, but don’t you 
think you waited a little too long to dis- 
cuss your insurance needs with me?” 
— Leader’s Magazine 








@ Sales Talk for Automobile 


Getting the Premium along with the Order 





People Buy What They Want. How We Can 
Make More of Them Want More 





RUSSELL BOND 


* WE IN THE casualty insurance 
business have a definite responsi- 
bility to the public to see that the 
absolute necessity for carrying 
bodily injury and property dam- 
age insurance is brought forcefully 
to the attention of every automo- 
bile owner. The fact that only 
about 25% of the private passen- 
ger automobiles on our streets and 
highways are insured only em- 
phasizes this point. 

Public opinion has been waned 
over the appalling number of 
accidents involving uninsured au- 
tomobiles. Thousands of innocent 
persons are killed or injured an- 
nually and an enormous amount 
of property is destroyed by finan- 
cially irresponsible drivers. Dis- 
counting entirely the humane side 
of the situation and looking at it 
from a purely economic stand- 
point, no one will deny that 
something must be done. 

The question we must ask our- 
selves is this: “Can we do a better 
selling job?” I believe we can and 
I call upon all agents everywhere 
to attack the problem with re- 
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newed vigor and enthusiasm. We 
can, we must, sell more automobile 
liability insurance. 

Let’s start by analyzing our 
present sales methods. What are 
we now doing, or neglecting to do, 
that keeps us from making still 
more sales? Are we talking over 
the heads of our prospects? Are we 
using too many technical terms in 
presenting our sales arguments? 
Are we talking too much about 
the policy and not enough about 
what it will do for the prospect? 


CoMPARISON 


It seems to me that we can best 
answer these questions by com- 
paring our sales methods with 
those of automobile dealers, or 
dealers in electrical appliances. 
What is the secret of their success? 
True, theirs are tangible products, 
while insurance is intangible, but 
we ought to be able to apply the 
same or similar methods of ap- 
pealing to the buying motives of 
our prospects. 

Before the average man can be 
induced to buy anything, he must 











first be made to want it. He may 
need many things, but he will buy 
the things he desires most. The 
dealer in automobiles or radios 
knows this, and so he sets out to 
create a burning desire for his 
product in the mind of his pros- 
pect. He invites him to ride in the 
new car, or to work the gadgets on 
the newest model radio and, by 
thus demonstrating what the prod- 
uct will do for the prospect, he creates 
the desire for ownership. It is then 
only a short step to the completion 
of the sale. 

Get the prospect’s interest, cre- 
ate the desire for the product, en- 
courage immediate action. These 
are the three essential steps in any 
successful sales presentation. Now 
how are we going to apply them to 
the business of selling automobile 
liability insurance? 


LEAD WITH A QUESTION 
To arouse the prospect’s interest 
and attention, my own experience 
has taught me that it is best to 
open the interview with a question. 
“Did you know that young 
couple who were injured in that 
automobile accident last night?” 
will naturally lead up to your 
subject in short order. You can 
point out to your prospect how the 
unfortunate driver is faced with 
the possibility of at least two 
damage suits, plus the time, trou- 
ble and expense of having to look 
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up witnesses to get statements, 
etc. It should be easy for your 
prospect to place himself in a 
similar position. 

Now that you have his interest, 
the next thing you have to do is 
create the desire for the protection 
you have to offer him. You do 
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that, not by showing him a speci- 
men policy, but by pointing out 
what the policy will do for him. 
Unless your prospect is a wealthy 
man, you will gain nothing by 
pointing out the possibility of a 
large judgment bringing financial 
ruin to him. Such a possibility is 
too remote — a man who does not 
have $10,000 does not worry about 
losing such an amount. How many 
times have you heard, “I don’t 

















need insurance. What can anyone 
take away from me?” 


““DouBLE SERVICE” 

You will stimulate his desire, 
however, if you point out that 
when an accident happens your 
company has a trained staff of 
experts to investigate the circum- 
stances, obtain statements from 
witnesses and be prepared to es- 
tablish his innocence if he is not at 
fault. If he is at fault, the company 
steps in and pays the resulting 
damages, up to the policy limit. 

One of the most graphic presen- 
tations I have ever observed has 
been used very successfully by sev- 
eral agents in Illinois and Indiana: 


The agent fills »ut several checks for 
varying amounts, representing first 
aid expense, 
legal fees, court costs, and one or two 


expense, investigation 
covering damage awards. He is care- 
ful to make them out for amounts that 
are in the neighborhood of the pros- 
pect’s net financial worth. In other 
words, he talks in figures his prospect 
can understand. 

He approaches his prospect with a 
rhetorical question that goes some- 
thing like this: 

“Mr. Jones, if you found it neces- 
sary to sign these checks this morning 
(he spreads them fanwise on the pros- 
pect’s desk) it would undoubtedly 
require unpleasant sacrifices on the 
part of your family and yourself for a 
long time, would it not?” 

Then he proceeds to explain what 
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each of the checks represents and 
points out that the insurance com- 
pany will relieve him of all worry and 
expense if he carries an automobile 
liability policy. 

To spur the prospect on to imme- 
diate action, the agent then produces 
a check made out to himself for an 
amount equal to the annual premium 
for the policy (or a down payment, if 
installments are necessary) and says: 

“Mr. Jones, you sign this check now 
for the small premium and the com- 
pany will sign all these other checks 
when the time comes. And meanwhile 
you will enjoy the peace of mind that 
only sound insurance protection can 
give you.” 


If you don’t think that method 
of presentation will get results for 
you, why not give it a try? After 
you get it down pat, you'll be 
amazed at the results. And don’t 
overlook one of the best features 
— it usually gets the premium (or 
part of it) along with the order. 

Other successful sales presenta- 
tions include the use of photo- 
graphs, testimonials from satisfied 
customers, newspaper clippings, 
etc. — all designed to capture the 
attention of the prospect and in- 
still in him the desire to buy. The 
sum and substance of it all is this: 
The average man does not neces- 
sarily buy the things he needs, but 
rather those things he wants; so 
make your want in- 
surance protection by showing him 
what it will do for him. 


prospect 











Fax and Figures 


@, Causes of Burglaries. — ‘Family away for the evening,” 
“family away overnight,” and “family away on vacation” 
are the leading factors in making burglaries possible, accord- 
ing to a survey by one of our member companies. 8 P.M. to 
midnight are the “favorite hours,” with 9 p.m. as the most 
popular hour of all. Regardless of the hour chosen for the 
robbery, burglars make it their business to learn beforehand 
when their intended victim is likely to be away from home 
and the property left unguarded. 





@ Embarrassment. —To our growing list of unusual inci- 


dents [like the man who stole a suitcase full of rattlesnakes 
(May, page 61) and the thief who hung suspended in air 
when his jacket got caught on a nail on a window sill (June, 
page 53)] we now add the tale of an embarrassed FBI man. 
While he was shaving in the Pullman washroom of a New 
York bound train, his own pocketbook was stolen. But he 
got his man — and the return of his pocketbook. 


@, The Untapped Market. — Less than one Virginia passen- 


ger car in four carries insurance. In 1938, the last year of the 
current experience tables, the average insured car wrought 
$9.17 in damages to persons and property, says the Rich- 
mond News-Leader. At this rate, the 300,000 uninsured 
vehicles did $2,751,000 worth of damage last year. Probably 
less than 25% of that was paid for. 


@ Farewell to Arms! —To your list of sad-but-interesting 
accidents, add this: A Chicago woman scoffed at those who 
believe that black cats mean bad luck. Then she stumbled 
over a Cat sleeping on the basement stairway, fell and broke 


both arms. 


@ Drivers Reasons. — The best driver, in the opinion of 





Harvard’s Bureau for Street Traffic Research, is between 
25 and 55. Athletes, used to coordination of mind and body, 
make good drivers. It is harder, say the faculty of the Bureau, 
for a woman over 30 to learn to drive, than a man — twice 
as hard after 40, three times as hard after 50. Best drivers 
are said to be the transcontinental bus drivers; next best — 
believe it or not — interstate truck drivers. 
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Senator Joseph C.O’Mahoney, TNEC J. Edgar Hoover, Director of the Federal 


Chairman: ‘“‘Many persons are insured Bureau of Investigation, U.S. Department 
today who ought to be insured, who never of Justice: ‘‘Before this year comes to a 
would have been insured had they not close, we may expect that one out of every 
been solicited.” 17 homes will be a victim of crime. 





Paul V. McNutt, Federal Security Ad- Charles J. Zimmerman, President, 


ministrator: ‘‘Pre scribing for insurance Natl. Assn. Life Underwriters: ‘*Prospect- 
demands wisdom comparable to profes- ing is not a problem because of lack of 
sional service. It can no more be per- knowledge, but because of lack of execu- 
formed by amateurs than can legal or tion. We all know what we should do 
medical services. about prospecting — but do we do it?” 
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FAILED FOR LACK OF PROTECTION 
Laurence E. Falls in Rough Notes 


Not so far west, in one of Amer- 
ica’s thriving cities, two young 
men, by energy, natural ability, 
and application, built up a profita- 
ble commission business. They 
convinced a local banker that, 
with two new automobile trucks, 
they could substantially expand 
their business and increase their 
profits. The bank loaned them the 
money to buy the trucks; but 
nothing was said about insuring 
the automobiles, their opera- 
tion. 

When a child was killed by one 
of the cars, the resultant verdict 
for personal injury caused the 
collapse of the business, and the 
bank lost its money in the crash. 


REsuLts OF ACCIDENT STUDY 
From the Weekly Underwriter 

T. Irving Howe, assistant real 
estate officer of the Land Title 
Bank and Trust Company of Phil- 
adelphia, at the annual convention 


in New York of Building Owners 








and Managers, analyzed causes of 
accidents in one of Philadelphia’s 
largest office buildings from 1933 
to 1939. Mr. Howe disclosed that 
58% of those injured were women; 
that the most frequent cause of 
accident was their slipping on dry 
marble floors and men _ being 
pinched or struck by elevator car 
doors. Eleven per cent of the 
accidents occurred on the exterior 
of the building. 


SELLING Auto LIABILITY 


V. L. Durand in 
The Insurance Magazine 


“Mr. Brown, it isn’t a matter of 
whether or not you can afford it. 
There is just as much liability each 
time your car is driven on the high- 
ways whether you carry that risk 
or whether you permit my com- 
pany to do the worrying for you. 
Of course, if YOU carry this risk 
over a period of ten years, you will 
save about $180 in premiums, but 
should you have one accident in 
this time, total saving wouldn’t 
even hire a good attorney.” 
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VoLuME Pickup 
Wallace L. Clapp in 


The Eastern Underwriter 

Everyone expects increased 
business activity resulting from 
our national defense program, and 
it has already been felt in the 
surety end of the business. But 
seasoned underwriters are sound- 
ing this note of caution: In dis- 
turbed times, it is always essential 
to keep close watch on the under- 
writing, especially of unusual and 
temporary propositions. 

Because of the large amount of 
war orders on hand that must 
necessarily be filled here business 
will be stimulated — casualty and 
surety production will speed up, 
regardless of how long the Euro- 
pean War lasts. Our own huge 
defense program and the billions 
being devoted to it will give con- 
siderable momentum to the pro- 
duction pace. The picture at this 
writing looks good to _ business- 
getting departments and agents. 

“™aere is every evidence that the 
bonding industry, its trade or- 
ganizations and its producing 





agents are fully equipped at this 
time to accept the responsibility 
that the national defense program 
entails. 

Home office production depart- 
ments for the most part report that 
agents are on their toes making 
plans to take care of additional 
business that will come their way. 





CREDIT AND INSURANCE 

















Credit men are glad to cooperate with 
insurance agents because they realize 
how greatly insurance can reduce their 
losses. By cooperation, the U.S. credit 
man will henceforth be able to avoid 
keeping his nose deep in the more 
technical insurance books. He will ask 
the customer’s insurance agent (with 
the customer’s consent) to make an 
analysis and report on the adequacy of 
existing insurance coverage. 

— Canadian Insurance 






































Capital Stock Company Insurance 


offers 
YOU 


SUCCESSFUL OPERATION over all the period of American 
industrial operation 

FINANCIAL REsPoNsIBILITY — superior to that of any other type 
of carrier 

AN INTEREST IN POLICYHOLDERS — based on a common interest 
in a common system of private enterprise 

ACCIDENT PREVENTION — a public service program, without 
parallel in the business, to conserve life and property 

PERSONAL ADVICE AND HEeL_p — sale by individual insurance 
advisers (brokers and agents). The right policy to fit the 
need, adapted to fit your own individual case 


THE AGENT IS WORTHY OF HIS HIRE 



































vidi Vi 


a 


‘aoe ; 
ci ; x a | 
eS = eed 











— " " " St 















] 
ate 
ee | 


Selling Blanket Fidelity Bonds 


FRED C. 


* Prospect: I don’t think that I 
am interested in fidelity bonds. I 
have confidence in my employees 
and I believe they are honest. 
SALESMAN: Of course you do, 
Mr. Prospect. I do, or I 
wouldn’t be here trying to sell you 
a blanket bond. If you thought 
you had a dishonest man in your 
employ, it wouldn’t be a question 
of bonding him, you would get rid 
of him. No employer knowingly 
employs a dishonest man yet mil- 
lions of dollars are lost each year 
through employee frauds. And 
these shortages are dis- 


too, 


when 


covered in the accounts of trusted 
employees, no one can be more 
surprised and shocked than the 
employer himself. 

Prospect: It is not likely that I 
will have any dishonest losses. My 
personal turnover is small and 





35 


ROBERTSON 


most of my employees have been 
with me many years. 

SALESMAN: Strange as it may 
seem, Mr. Prospect, the claim files 
of the bonding companies have 
established beyond all doubt that 
most of the large losses are caused 
by employees long in the service 
of their employers.* But it really 
isn’t so strange when you consider 
that the employee in a position of 
responsibility and enjoying the 
confidence of the employer has 
the best opportunity to take the 
employer’s money and work out a 
scheme of concealment. 

The Retail Credit Company 
recently made a study of mercan- 
tile embezzlements and _ the 
sulting statistics show that only 8% 
of the embezzlers had been with 
their companies less than a year, 
< See “Why Men Steal,” coming. 


re- 














that 66% of the defaulters had 
been serving their employers three 
or more years and that 47% had 
been employed for five or more 
years. 

Prospect: Why should I spend 
money to bond my stenographers, 
clerks and others in similar subor- 
dinate positions, especially in such 
a large amount as the $10,000 
bond you are proposing? 

SALESMAN: It is quite true, Mr. 
Prospect, that these positions offer 
no great hazard, although such 
employees have been known to 
cause losses, acting alone or in 
connivance with others. It is only 
because the blanket bond covers 
the entire personnel that the em- 
ployer can be given the benefit 
of automatic coverage without 
notice, group coverage without 
identification and other features 
found only in the blanket bond. I 
can assure you that the nominal 
hazard offered by these positions 
is taken into consideration in the 
premium computation. . . . How 
many such employees do you have? 

Prospect: About ten. 

SALESMAN: Well, the premium 
for this $10,000 commercial blan- 
ket bond is loaded only 00 cents 
each or a total of $——— for cover- 
ing these ten individuals, which 
hardly covers the cost of investiga- 
tions. We could scarcely charge 
less even if we were covering them 
for $1,000. Furthermore, all your 
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factory workers (and they have 
access to raw materials, finished 
products, tools and equipment) 
are also covered but without any 
premium charge whatsoever. 

Prospect: Well, I don’t need 
any bonds on my salesmen. They 
make no collections. 








FRED C. ROBERTSON 


SALESMAN: But they might, Mr. 
Prospect, and the purpose of the 
bond is to protect you in case an 
employee departs dishonestly from 
the path of his duty. If you could 
be sure that your employees will 
always do only those things ex- 
pected of them, you would not 
need bonds even on the money- 
handling employees. As a matter 
of fact, the loss experience on out- 














side salesmen has never been 
satisfactory and surety companies 
are reluctant to bond them unless 
the risk is balanced by coverage on 
inside personnel. 

Prospect: Not much chance of 
a dishonesty loss here. There is 
close supervision and I have an 
excellent accounting system. 

SALESMAN: Believe me, Mr. 
Prospect, an employee who yields 
under financial pressure to the 
temptation of “borrowing’’ from 
his employer can usually find a 
means of doing it and a method of 
concealment as well. Prevention 
and detection are serious prob- 
lems because the employee has 
the advantage of knowing your 
system whereas you are unaware 
of his; in fact, he is not even 
suspected. Very frequently these 
frauds come to light not as a result 
of internal control or auditing 
procedure but wholly through ac- 
cidental means. 

Of course, I am not acquainted 
with the details of your particular 
system, but I have discussed this 
subject with my bonding com- 
pany and I am informed that the 
sort of procedure of accounting 
offering the surest safeguards against 
dishonesty loss would be so elabo- 
rate and expensive that it is seldom 
found in complete form and that 
many of its best features are 
usually sacrificed in the interests 
of convenience and economy. 


SELLING BLANKET FIDELITY BONDS 








“T’ll Have to Ask 
His Name” 


URING a survey of the pro- 
D tective facilities of a factory 

engaged in the manufac- 
ture of hydraulic hoists and other 
types of hydraulic power-trans- 
mission equipment, where hun- 
dreds of thousands of dollars’ 
worth of equipment is being man- 
ufactured for the armed services 
of the United States, a special 
agent of the FBI recently made 
some inquiries regarding the safe- 
guard of plans. 


“Oh, we’re well fortified there,” 
said a plant official. “All secret 
plans and formulas are kept in the 
vault.” 


“That’s fine,”’ said the special 
agent. “Who has charge of the 
vault?” 


“T’ll have to ask,” the official 
confessed . “Oh, Bill, do you 
happen to know the name of that 
young fellow?” 

Bill didn’t. Neither did Jack, 
nor Tom, nor Harry. It finally 
was necessary for the plant official 
to check with the payroll depart- 
ment to learn the name of the 
vault tender. Then it developed 
that this man had been in the em- 
ploy of the company only a few 
days, and that nothing whatever 
was known about his character, 
reputation, or background. — 
Courtney Ryley Cooper, quoting 
J. Edgar Hoover, in The American 
Magazine. 











For example, they say that no 
payroll is adequately safeguarded 
against manipulation unless there 
is a separation of the functions of 
first, making up the payroll; sec- 
ond, filling in the payroll enve- 
lopes; and third, paying off the 
help, so that no individual per- 
forms more than one of these three 
tasks. Even then there is the risk 
of collusion. In addition, the help 
should sign for the amount re- 
ceived. 

Payment by check will accom- 
plish the desired end without the 
three-party separation but even 
then a second party should care- 
fully review the endorsements and 
compare them with specimen 
signatures of the employees. 

The receivables should be pro- 
tected by periodical verifications 
of customers’ balances by direct 
communication from the inde- 
pendent auditor, but how many 
such auditor’s statements do you 
receive from merchants and busi- 
ness houses with whom you do 
business? 

Frustrating to the check manip- 


e 





38 THE CASUALTY AND SURETY JOURNAL 


ulator is the practice of having 
bank statements mailed direct to 
an executive independent of the 
bookkeeping department and the 
reconciliation made by someone 
wholly removed from the under- 
lying bookkeeping processes. But 
even the employer who has adop- 
ted all of these few safeguards, 
and he is the exception, must also 
adequately protect himself, if he 
is to be reasonably secure, against 
interceptions of cash receipts through 
the process known as lapping, 
petty cash speculations, padded 
bills, fictitious expenses, misap- 
propriation of receipts for non- 
ledger assets such as bad debts, 
the sale of waste, merchandise 
pilferage, and the many other 
methods used by defaulters. 


oe a 
Epiror’s Note. — In an early issue, 
Mr. Robertson will offer further 


reasons for the purchase of blanket 
fidelity bonds, which will be found 
helpful to those interested in further 
strengthening the effectiveness of their 
own sales talks. 


Taking No Chances 


The Association of American Railroads, Bureau of Explosives, headed 
by W. S. Topping, Chief Inspector, made nearly 20,000 routine inspec- 
tions in 1939, to afford the greatest measure possible of safety in trans- 


portation of explosives and inflammables. 

















@ Sell Protection, Not Price 





Casualty Possibilities in Rural Areas 





The Possibilities Are There; Are We Taking Advantage 
of Them? Six Definite Sales Suggestions 
for More Rural Business 





HOWARD W. 


*x Many rural agents follow the 
lines of least resistance and pick 
off the easy self-sold lines indemni- 
fying for loss by the elements. Our 
fathers and grandfathers sold the 
public on these lines. We find it 
easy to relax in our swivel chair 
and benefit from their efforts. 


AUTOMOBILE 


Number one on 
“possibilities” should be the sale 
of automobile liability and prop- 
erty damage. Probably not one 
reader of this magazine would so 
much as drive his car around the 
without — this 
proof that we ourselves are sold 
on the line. Thus, our battle is 
half won, for the poorest salesman 
sold on his own product should 
have little trouble in selling the 
prospect — that is, if he'll just 
take the time to see that prospect! 

This form of coverage has been 
so greatly improved that there are 
few extras to be quoted in order 
to give complete coverage. 


corner coverage, 


our list of 





BRADSHAW 


Medical reimbursement should 
by all means be included, in those 
states where it is permitted by law. 
Don’t quote it as an extra; make 
it a part of your first figures just 
as should also be done with high 
limits. We should forget that 
standard limits even exist and 
quote at least 20/20 limits. Let’s 
give our assureds protection; not 
price! 


LIABILITY 


Some mention should be made 
of combination residence and em- 
liability. Recently, a 
maiden lady of my community, 
who was employed as a_ house- 
keeper in a nearby city, fell from 
a stepladder while washing win- 
dows and broke her hip. Through 
the foresight of a good local agent 
in that city her employer carried 
this coverage. The settlement was 
prompt and just, and I’ll bet my 
bottom dollar that the assured 
sticks with the agent who had the 
foresight to provide him with that 


ployer’s 
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coverage. The premium was small, 
the settlement large, but the ben- 
efit to the agent’s standing with 
the assured (and his friends to 
whom he will pass the word) will 
be considerable in the years to 
come. 


RESIDENCE BURGLARY 


Up until the introduction of the 
new $500 residence burglary pol- 
icy, there was a great deal of sales 
resistance in rural areas because 
of the amount of coverage re- 
quired. The average small town 
resident does not feel that he has 
much possibility of a $1,000 
burglary loss, but can visualize a 
loss of half that amount. 


RESIDENCE GLASS 

Please don’t stick up your nose 
when I ask how many residence 
glass policies you have on your 
books? This policy yields only a 
three-year premium of $5.00, but 
it takes only ten of these policies 
to give you a premium of $50 
that will stick on your books for 
years to come. 

Forget the amount of premium 
involved, for in offering this pol- 
icy to your present and prospec- 
tive assureds, you will find that 
you have offered something that 
few if any of your competitors 
have ever solicited. 

In many instances, you’ll find 
that this simple small-premium 
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policy will be the means of hold- 
ing present assureds and putting 
new ones on your books, with 
potential premiums in other lines 
to come. 


Non-OwnERSHIP 
Do your local banks and build- 





HOWARD W. BRADSHAW 


ing and loan associations carry 
non-ownership liability? No one 
is more conscious of liability than 
the officers of these institutions. 
Why not call it to their attention 
that they have a very definite 
liability in this respect? In either 
type of institution the officers are 
often called upon to make ap- 
praisals, and many times outside 
friends are called upon. 





a loan on his feeding cattle? If you 





CASUALTY POSSIBILITIES IN RURAL AREAS 


Go to them and ask this question: you get home. If some other agent 
What assurance does the insti- hasn’t beat you to it, you won’t 
tution have that there is proper have to sell the line — they’ll buy 
protection on the car that may be _ it from you. 
used to make the trip out to 
Farmer Jones who has requested CoMPENSATION 
And the percentage of small 
are one who has skipped this line, 


try making a call on one of your pensation insurance is far too 


local financial institutions when small indeed! 





te 


Claims Bureau Active 


In the first six months of 1940, the war against fraudulent claim racket- 
eering resulted in the conviction of 91 persons on criminal charges, it is 
announced by the Claims Bureau, fraud detection division of the Associa- 
tion of Casualty and Surety Executives. 

In addition, nine attorneys were disbarred and six suspended from 
practice for violating the regulations which make ambulance chasing and 
similar illegal claim activities unethical practices. 

The convictions, disbarments, and suspensions from practice resulted 
from investigations initiated by the Claims Bureau staff in cooperation 
with the police and district attorneys in the localities where the claim 
fakers or ambulance chasers were operating. They brought to an end the 
operations of a number of fake accident rings and at least one famous 
ambulance chasing ring. Outstanding among these were fraudulent claim 
organizations in Dallas, Texas, and Omaha, Nebraska, and the am- 
bulance chasing ring in New York City, whose apprehension and destruc- 
tion aroused nationwide attention. A number of other claim racketeering 
groups were uncovered in various parts of the country during the first six 
months of this year and their members are now awaiting grand jury de- 
termination or court trial. 


Stepping Stones 


Whenever a fire policy is written on household goods, make a point to 
recommend residence burglary coverage. There is no additional overhead 
from the sales standpoint, and in a reasonable percentage of these cases 
you will make a burglary sale. — H. E. Mayhew 
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town merchants carrying com- 











@ Their Motto Is Initiative, Patience 
and Devotion to Duty 





Who Are the Men of the Claims Bureau? 





Checkmating the Enemy in the Fight against Fraud 
Keeps These People Busy Continually. 
Many Are Former FBI Men 





BARENT TEN EYCK 


* Topay the staff of the Claims 
Bureau of the Association of 
Casualty and Surety Executives 
numbers 42 persons. In addition, 
the Index System, with its nine 
Index Bureaus strategically lo- 
cated throughout the country, 
employs 60 persons. Since the 
Claims Bureau operates and con- 
trols this vast mechanism for the 
gathering and checking of claim 
information, it constitutes a vi- 
tally important weapon in the 
Bureau’s fight against fraud. 

The backbone of the Claims 
Bureau’s own personnel is its in- 
vestigative force of 23 men. The 
erowth of the Claims Bureau to 
its present stature and effective- 
ness is strikingly illustrated by 
contrasting the situation at the 
beginning of 1938, when the 
present organization was set up. 
Then, aside from administrative 
officers and clerical personnel, 
there were just seven investigators, 
who were taken over from the 
Claim Department of the Na- 





tional Bureau of Casualty and 
Surety Underwriters. 

The Claims Bureau is proud of 
the records and backgrounds of 
its staff, and feels that the staff is 
peculiarly fitted, by virtue of the 
qualifications of its members, de- 
rived from book education and 
practical experience, to do the 
job for which the Bureau exists. 
It would be strange indeed if this 
were not so, since the selection of 
the staff is based on the Associa- 
tion’s judgment that trained spe- 
cialists in fraud detection and 
investigation are required to do 
the Bureau’s specialized work. 


FBI BackGRouND 

All investigative work is super- 
vised by Wayne Merrick, who is 
known as the Director of Investi- 
gations. A native of Iowa, and 
familiar at first hand with condi- 
tions throughout the United States, 
Mr. Merrick is the holder of a law 
degree. Immediately after gradu- 
ation he became an Agent in the 




















Bureau of Investigation of the 
Federal Department of Justice. 
For more than eight years in the 
FBI he worked on many impor- 
tant cases, rendering especially 
outstanding service in the solution 
of the kidnapping of John J. 
O’Connell, Jr., in Albany, and in 





BARENT TEN EYCK 


uncovering the activities of Leon- 
ard Scarnici, credited with being 
the slayer of the notorious New 
York gangster, Vincent Coll. For 
a time, he was entrusted with the 
supervision of all bankruptcy fraud 
investigations in the City of New 
York. 

Upon leaving the Department 
of Justice, Mr. Merrick became 
Director of Compliance for the 
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Men’s Clothing Code Authority 
under NRA, heading 40 investi- 
gators who tracked down chiselers 
all over the country. 

When the National Industrial 
Recovery Act was declared un- 
constitutional, he served a short 
time with the Rural Resettlement 
Administration and was then ap- 
pointed Chief Investigator in the 
New York County investigation of 
racketeering and organized crime 
undertaken by Thomas E. Dewey 
in 1935. When this job was suc- 
cessfully concluded, at the end of 
1937, he joined the Claims Bureau. 


INDEX SYSTEM 

The administration of the Index 
System is in the hands of Ralph G. 
McCallum, known as the System’s 
Field Supervisor. 

Mr. McCallum, another former 
FBI agent, was associated with 
Mr. Merrick in the Men’s Cloth- 
ing Code Authority. Enlisting in 
the Marine Corps as a very young 
man he rose to a first sergeancy 
and obtained a thorough training 
and experience in accountancy. 
After a brief association with one 
of the blue ribbon accounting 


firms of the United States, he 
entered the FBI. For four years 
he worked on the investigation of 
Federal fraud cases. 

Thus, his experience not only 
peculiarly fits him to supervise 
the various Index Bureaus with 
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their voluminous files of claim in- 
formation, but also qualifies him 
to integrate the facilities of the 
Index System with the work of the 
Claims Bureau proper. Impor- 
tance of this liaison is that far from 
waiting for complaints of fraud 
to develop, the Claims Bureau as 
a matter of routine gets from the 
Index System many leads which 
mature into successful prosecu- 
tions. 


BRANCH OFFICES 

One of the cardinal principles 
in the management of the Claims 
Bureau develops from the fact 
that the Bureau maintains branch 
offices in widely separated places. 
We believe it wise to use in each 
section of the country investigators 
from that section, who are familiar 
with the people and their ways. 
We believe much better results 
are obtained per man-hour spent 
if this principle is adhered to. In 
the light of this, it is interesting to 
consider that of our present com- 
plement of 23 first line investi- 
gators, 8 are from the neighbor- 
hood of New York, 7 are from the 
middle west, 4 are from the south, 
2 are from New England, 1 is 
from Pennsylvania and 1 is from 
the southwest. 

Another principle which has 
guided us may some day be out- 
grown. When the Claims Bureau 
was set up in 1938, it was necessary 
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Department of Justice, headquarters of the 

FBI, whence have come many of the employees 

of the Claims Bureau of the Association of 
Casualty and Surety Executives 





to develop a full-fledged and effi- 
cient fraud investigation service 
with all possible speed. This need, 
coupled with the policy of creat- 
ing a Bureau of specialists thor- 
oughly trained and experienced 
in the investigation of criminal 
frauds, dictated the selection of a 
body of men who would not have 
to be broken into their jobs. 
Accordingly, as the staff has been 
gradually built up, the effort 
has been to appoint special agents 
well grounded in_ their jobs 
through training and experience. 























Training and experience which 
fit a man to slip smoothly into the 
Claims Bureau’s investigative force 
are to be found only in the public 
service, and particularly in Fed- 
eral Government service. The 
outstanding “‘training school,” for 
our purposes, is the Federal Bu- 
reau of Investigation. 


“cc 


FBI 

Only graduates of recognized 
law schools or expert accountants 
are eligible for appointment to the 
FBI. They must possess the high- 
est qualities of integrity and char- 
acter. They receive intensive train- 
ing in investigative techniques, 
including scientific methods, the 
framing of reports, and adminis- 
tration. At intervals they are re- 
trained, being thus kept up-to-date 
on the newest methods. 

Their work involves compli- 
cated cases of many kinds, includ- 
ing violations of the antitrust laws, 
bankruptcy frauds, larcenies from 
interstate shipments, crimes against 
national banks, and others. Men 
who have made good in this hard 
school are obviously well equipped 
to do the Claims Bureau’s work, 
and to represent the Association 
publicly, as they are frequently 
called upon to do by Claim As- 
sociations and other bodies. 

Of the 23 men making up our 
investigative service, 16 are former 
FBI agents. Many of these 16 


ADVANTAGES 
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have previously worked with our 
Director of Investigations. One 
of them with him in the 
Dewey investigation. Many have 
had supplementary experience 
with other Government agencies. 
Almost all possess college degrees. 
All but two are members of the 
two trained ac- 
countants with wide experience. 
Four have been engaged in the 
active practice of law and one has 
had experience as an Assistant 
District Attorney. 

Of the seven investigators who 
are not alumni of the FBI, four 
were carried over from our pred- 
organization. Two of 
these have been promoted from 
clerical positions. Three of the 
four have had college and law 
training. These four are 
the nucleus of a group which is 
being trained within the Claims 
Bureau itself. It is hoped that as 
the Claims Bureau becomes more 
and more solidly established, it 
will be possible to extend the 
principles of training within the 
Bureau itself and promoting from 
the ranks. 

Of the remaining three special 
agents, one is an attorney formerly 
engaged in active practice and 
insurance department work; one, 
a college and law school graduate, 
is a former special agent of the 
Division of Investigation of the 
PWA,; and the last, also a college 


was 


bar. Those are 


ecessor 


school 








and law school graduate, cut his 
teeth as an investigator of relief 
frauds in New York City. 

This splendid group of men 
constitutes a battalion of shock 
troops in the Claims Bureau’s 
ceaseless attack on fraud. Each 
investigator must every day, as an 
individual, solve problems which 
present ever new challenges; yet 
each is conscious of being one of 
a team. Each sticks to his guns 
until the case is cracked, or until 
he has convinced himself and his 
superior that it does not contain 
the elements of an actionable case. 


ATTENDANT DANGERS 

Their work is often attended by 
grave risks. 

Very recently a special agent was 
assigned to the breaking of a fraud 
ring in a rural section of the south. 
The subjects of investigation, a group 
of more than fifty persons related to 
each other by blood or marriage, 


were a tough and _ independently- 


be 
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minded crew. They were the sort of 
people who actively resent any out- 
side intrusion in their affairs, let 
alone that of a stranger whose purpose 
is to bring them to book for criminal 
frauds against insurance companies. 

As our agent kept hammering away 
at his investigation his life was threat- 
ened, in earnest and repeatedly. The 
local prosecutor, concerned by the 
threats, finally urged that the agent 
be withdrawn from the territory and 
the job completed by the public 
agencies which were to take over the 
case. 

But by that time the case had been 
broken wide open. The Claims Bu- 
reau’s special agent had got the first 
and most important confessions, and 
more of them were flooding in! 


This true story exemplifies the 
spirit and the morale of the Claims 
Bureau. Our staff consists of experts 
whose motto is initiative, patience 
and devotion to duty. We feel 
confident that the 
fight against fraud, we can not fail 
to keep the enemy checkmated. 


so armed, in 


The High Cost of Accidents 


Accidents are, in reality, symptoms of inefficiency and waste in the 
modern world. They are evidences of disorder in a country which takes 


pride in its ability to produce on a vast scale through orderly and efficient 
processes. It has been estimated that traffic congestion in New York City 


alone costs approximately $1,000,000 per day. 





















9 : Monthly, the JourNaAt will inform 

P u b l ications readers of vaibehie and easily pro- 
curable safety material of the Na- 
tional Conservation Bureau. A de- 
. tailed list of publications may be 

A Vail l a b | € obtained at any time from the 
Bureau’s offices at 60 John Street, 


of the National Conservation Bureau 


New York City. 


These Employee’s Safety Instruction Booklets are 
20 pages each, pocket-size, and contain a multitude 
of concisely phrased safety rules. Seven titles now 
available: Automobile Service Stations, Apartment 
Houses, Bakeries, Laundries, Mercantile Establish- 
ments, Restaurants, and Theatres. These booklets are 
offered exclusively to Association member companies 
and their agents at $2.00 the hundred copies. With 
every five copies is included free of charge a detailed 
sheet of supervisor’s safety instructions. 


More pretentious is the Handbook of Industrial 
Safety Standards. One hundred ninety pages. 62 
illustrations. Sturdily bound. Here are a few of the 
32 topical headings: supervision, inspection and em- 
ployee education; first aid and hospital; handling and 
transportation of material; engines and_ turbines; 
electrical equipment; moving parts of machines; 
guards for woodworking, metal working, paper and 
printing, leather working, textile and laundry, food 
industry, and rubber working machines; hand tools; 
explosive vapors and gases; and acids and caustic 
liquids. Available to the general public at 40¢ the copy; to Association mem- 
ber companies and their agents at 19 4¢, 21 4¢, or 29 4¢ the copy, depending 
on whether the binding selected is linen finish paper, double-thick antique, 
or special imitation flexible leather. (Next month: Publications on School and 
Child Safety.) 









A Service of the 
National Conservation Bureau 
Accident Prevention Bureau of the 
ASSOCIATION OF CASUALTY 
AND SURETY EXECUTIVES 














@ Purely Constructive Efforts 
Most Compelling 





Let’s Sell Our Own Commodity — 





Are We Spending Too Much Time on the Shortcomings 
of Non-Stock Coverage, Rather Than Stressing 
Our Own Advantages? 





RALPH B. 


* THE average stock company 
and stock agent begins to get on 
the defensive when a _ prospect 
mentions non-stock insurance. 
Are we getting into the habit of 
spending too much time talking 
about the other fellow’s method of 
doing business, rather than selling 
our own tried-and-tested brand of 
safety and security from insurance 
placed in a good, solid stock com- 
pany? 

One basic reason for such success 
as may be enjoyed by non-stock 
insurance, has been the aggressive 


campaign made by stock men 
against it! 
We should work toward the 


common end of educating Amer- 
icans to be aware that the system 


of stock insurance is the real 
American way of doing busi- 
ness. 


Stock company problems can be 
corrected if: 
(1) Management 


and agents 


will take the proper place in po- 
litical life seeing that legislation 
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places all insurance systems on a 
parity, with no tax or investment 
benefit to one group that is not 
available to all. 

(2) The stock companies con- 
tinue to make certain that their 
rate levels are fair and in direct 
proportion to what they give in 
return for premiums paid. 

(3) No agency in America will 
represent either directly or indi- 
rectly any non-stock company; no 
stock insurance agent will broker, 
place or sell any non-stock insur- 
ance; and no stock company will 
accept reinsurance from any non- 
stock carrier. 

It is hoped that all engaged in 
stock company insurance will sing 
the praises of the solidity and fi- 
nancial standing of stock compa- 
nies who are doing business the 
American way, and quit talking 
so much about the method, man- 
ner and means to combat non- 
stock coverages. 

Let’s sell our own commodity, 
not our competitor’s. 














“SPECIAL STUDY 
SECTION 

















REVITY, besides being the soul of wit, is also 
the announced policy of The Casualty and 
Surety Journal. However, from time to time, 
we will feature in this section special articles by leading 
figures in their various fields which, by their impor- 
tance and comprehensive coverage of the problem, 


justify the special attention of our readers. 


This month we feature Contract Bonds — Pro- 
duction and Underwriting, by A. M. Clark, Vice 
President, National Surety Corporation, New 
York City 




















@ Broadened Coverage Means 
Less “‘Sales Resistance” 





Contract Bonds — 
Production and Underwriting 





To Sell Contract Bond Coverage, You Musi Not Only 
Get in on the Ground Floor; You Must Be on 
the Job Before the Ground Floor Is Planned 





A. M. 


I 


Production Side 

Sixty years or so ago, when con- 
tract intro- 
duced, and for many years there- 
after while this type of coverage 
was experiencing its growing pains, 
underwriters, aided and abetted 
by legal advisers, brought out con- 
tract bond forms containing nu- 
and 


bond coverage was 


merous sundry exceptions, 
conditions precedent 
to the right of recovery thereunder. 
The limited form of contract bond 
was apparently the pride and joy of 
the underwriter and the attorney. 
Then, too, as applied to contract 


exclusions 


bonds required pursuant 


CLARK 


spect it that litigation, 
which probably could not be a- 
voided in many cases, and the sale 
of limited contract bond coverage 
built up a lot of sales resistance. 
During the past several years 
litigation has been less frequent 
and settlement of claims prompt 
and efficient. The obligations of 
corporate sureties have been fairly 
well established as a result of many 
decisions. Underwriters and their 
legal advisers have vied with each 
other in attempts 
“the most liberal form of contract 


appears 


to bring out 
' ee 
bond coverage. 

The unconditional contract bond 
obligation is now the order of the 


day. I defy you to pro- 





to statute or municipal 
ordinance, it was neces- 
sary in many 
have the obligations of 
principal and surety de- 
determined 


cases to 


and 


fined 





In Four 
Chapterettes 

— Complete 
in This Issue 


duce any form of insur- 
ance contract containing 
broader coverage than 
some the contract 
bond forms which I have 
had occasion to examine 
during recent 


of 





years. 





by the courts. In retro- 
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They run all the way from the 
briefest of common law forms 


which set forth the obligation of 
surety in the tersest manner, to the 
more recently developed “Perform 
or Pay” obligation. If broad bond 
forms mean anything, they are 
available to salesmen for the pur- 





A. M. CLARK 


pose of breaking down sales re- 
sistance. 

The necessity for responsible 
suretyship is clearly illustrated by 
the fact that during the ten-year 
period ending with the year 1938, 
corporate sureties paid and in- 
curred losses under building and 
engineering construction contract 
bonds in excess of $80,000,000. 
It is estimated that the average 


CONTRACT BONDS 
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contract bond claim runs approxi- 
mately 20 per cent of the amount 
of the contract. Taken on this 
basis, the aggregate paid and in- 
curred losses for the period cov- 
ered indicate that defaulted con- 
tracts totaled more than the large 
sum of $400,000,000. 

During the year 1938, building 
and engineering construction vol- 
ume in this country totaled nearly 
three billion dollars ($3,000,000,- 
000). Based upon an average 
premium and comparing volume 
of premiums written with volume 
of construction work, we arrive 
at the conclusion that somewhere 
between 40% and 50% of this 
work was not covered by contract 
bonds. A similar condition prevails 
throughout the ten-year period to 
which we have previously referred. 

During the ten-year period ending 
with the year 1938, an annual average 
of about one to one and a half billion 
dollars’ worth of building and engi- 
neering construction contract work was 
not covered by contract bonds. This 
represents estimated annual contract 
bond premium income between ten and 
fifteen million dollars. No line of in- 
surance offers greater opportunity to the 
salesman who is willing and qualified 
to sell contract bond coverage. 


PRIVATE CONSTRUCTION 
ConTRACTS 
The contract bond should be 
more readily saleable than any 
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other form of insurance contract 
—saleable to both private and 
public interests. However, only a 
relatively small percentage of 
private building and engineering 
construction work is bonded. Al- 
though by far the greater part of 
public works contracts are bonded 
pursuant to statute or municipal 
ordinance, it is regrettable to note 
that a few prominent (and other- 
wise very satisfactory) public offi- 
cials are advocating waiving con- 
tract bonds. The need for real 
salesmanship is apparent — sales- 
manship as applied to both private 
and public contract bonds. 





Contract Bonps EssENTIAL 


The contract bond is an essen- 
tial part, the basic component, of 
any building or engineering con- 
struction insurance program. It 
is the foundation upon which all 
other insurance should rest. You 
have heard a lot about getting in 
on the ground floor. If you intend 
to sell contract bond coverage you 
must do better than that; you must 
be on the job before the ground 
floor is planned! 

You should sell your services as 
insurance adviser when a building 
or engineering construction proj- 
ect is announced, preferably be- 
fore it is announced to the general 
public. As a matter of fact, the 
selling process, direct and indirect, 
should be carried on intensively at 
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all times with those who may 
award construction contracts or 
who are charged with responsi- 
bility for the award of contracts. 

The title insurance adviser has a 
strong appeal. It has a much broader 
meaning than the title agent. The title 
agent is limited in scope. The bona 
fide business man of insurance should 
be an insurance adviser. He may be the 
agent for each of several fire and casu- 
alty companies, but always the insur- 
ance adviser for his clients, to whom he 
should sell adequate protection covering 
all insurable hazards. 

The insurance adviser must of 
necessity consider all of the insur- 
able hazards against which his 
clients should be protected, not 
the least of which are the insurable 
hazards arising out of the award of 
a building or engineering con- 
struction contract. 

The insurance adviser should be 
fully equipped to drive home by 
forceful sales arguments the ad- 
vantages accruing to those who 
award building and engineering 
construction contracts under the 
competitive system if protected 
by the bond of a responsible 
corporate surety. 


II 


Competitive Bidding and 
the Contract Bond 


The competitive system, the 
profit system (earned profit), is 
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A CASE IN POINT 


N important contractor organization located in the New York territory 
had been operated with a high degree of success for a period of 
more than twenty-five years. Skill, integrity and ability were unques- 
tioned. At one time in the course of their operations they had under way 
in one year aggregate work for more than $25,000,000. At the time of 
default they had under way five contracts which were taken over by the 





sureties: 


A GARAGE BUILDING for a mu- 
nicipality —contract $657,000. 
Scarcely a tap of work had been 
done. That contract was re-adver- 
tised and re-let for $732,000, an in- 
crease of about $75,000, which was 
paid by the sureties. If there had 
not been a contract bond in that 
case, the chances are that the com- 
pletion of the improvement would 
have been delayed for a consider- 
able period of time. 


A SCHOOL BUILDING — amount of 
contract about $500,000. Comple- 
tion of this contract was awarded 
to another contractor at a cost of 
$190,000, representing an increase 
of $64,000 over the original price. 
If no surety bond had been used in 
that case, special provision for 
raising additional money would 
have been necessary and in all 


probability the school would have 
remained incomplete for a con- 
siderable period of time. 


A LIBRARY BUILDING — contract 
over $300,000, was re-advertised 
and re-let at an increased cost of 
about $79,000. 


A CHURCH — a small contract, only 
$25,000, but against this the sure- 
ties were required to pay $16,000 
to the obligee and labor and ma- 
terial bills over $6,000, nearly the 
full penalty of the bond. The 
parishioners of that church were 
certainly protected by the bond in 
that case. 


ANOTHER CHURCH — total contract 
$130,000. The performance part 
of the loss was about $10,000, and 
the settlement of labor and ma- 
terial bills cost the sureties $54,000. 


Summing up: — The failure of this one contractor caused aggregate losses 
to sureties and material furnishers of over $300,000. The material 
furnishers carried the load in several cases where no bond was furnished, 
or where they did not come under the protection of the bond for one rea- 


son or another. 



























54 





the American system which has 
made the building and engineer- 
ing construction industry of this 
country the greatest in the world 
(applicable also to all other indus- 
tries of this country). Nevertheless, 
it is a system fraught with danger 
unless contractors are required to 
prequalify by means of adequate 
corporate surety bid or proposal 
bonds and to qualify for the per- 
formance of the contract by 
means of adequate contract per- 
formance bond. 

Competitive bidding, supported 
by adequate contract bond cov- 
erage, gives the owner definite 
assurance that the contract will 
be performed at the lowest cost, 
for an amount stated in advance; 
definite assurance that perform- 
ance will be in accordance with 
the terms and specifications of 
contract or that the owner will be 
indemnified against loss: 


— if cost exceeds the amount stated in 
the contract. 

— if any liens or claims arising out of 
the contract are not fully satisfied 
by the contractor. 

— if material and workmanship are 
found defective prior to expiration 
of term stipulated in contract or 
bond. 

— if completion of contract is delayed 
beyond the period stipulated therein. 


Insurance advisers should be on 
the job when advertisement for 
bids is prepared, particularly when 
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specifications, contract and other 
documents are drafted: 


— provision should be made for fire, 
accident and other claim preven- 
tion devices or arrangements — to 
the end that necessary complete 
insurance coverage may be had at 
the best rates. 

— provision should be made for ade- 
quate protection against fire, casu- 
alty, or other insurable hazards 
while contract is in process, and 
thereafter. 

— definite provision should be made 
for complete corporate surety 
contract bond coverage in form 
and amount sufficient to cover the 
owner’s interest in full. Corporate 
suretyship should be specified and 
the selection or approval of the 
surety vested in the owner. 


A few years ago a prominent 
publisher, in the course of an 
address to surety officials, ex- 
pressed the following opinion: 


“T think one of the great disadvan- 
tages of your business is that so much 
suretyship is compulsory by law. You 
have had a demand for your services 
so you never have felt so urgent a 
necessity of doing a real educational 
and selling job. If you were out to 
sell a type of insurance that people 
didn’t have to have, the chances are 
that the average man in the street 
today would be more highly educated 
as to suretyship and its value.” 


This comment has a very direct 
bearing upon public works con- 
tracts and contract bond coverage 

















for such contracts — bonds re- 
quired pursuant to statute or 
municipal ordinance. To a certain 
extent the publisher we have 
quoted may have overlooked the 
fact that years ago active salesmen 
of corporate suretyship directly 
and indirectly convinced legis- 
lators, public officials, and the 
voting public that corporate surety 
protection is a necessity — a par- 
ticular necessity when dealing 
with the award of public works 
contracts. In certain quarters we 
are again confronted with the 
absolute necessity for some modern 
salesmanship along the same lines. 
As a matter of fact, the necessity 
for constant repetition of this type 
of salesmanship is apparent. 


Pus.ic PROTECTION 

The public interest should al- 
ways be amply protected against 
dishonest minorities. The honest, 
competent public official in office 
today should make it his business 
to develop procedure, practices 
and laws which will stand the test 
in that day when dishonest minori- 
ties may be in office. 

The majority of public 
officials, municipal, and 
federal, are inherently honest and 
competent but 
the dishonest minority is always 
with us. During the ten-year 
period ending with the year 1938, 
corporate sureties have paid and 


our 
state 


public servants, 
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incurred losses in excess of $30,- 
000,000, on account of non-fea- 
sance, malfeasance and misfea- 
sance by public officials — largely 
dishonesty losses. 

Public official bond business is 
one of our highest loss ratio lines 
although it has produced a small 
underwriting profit over the years 
as a result of careful underwriting 
and supervision of risks. 

The public official, or the poli- 
tician who operates behind the 
public official, the minority in- 
terest which may be disposed to 
turn the award of public works 
contracts to personal profit, could 
not possibly ask for anything more 
convenient to their purpose than 
the authority to negotiate public 
works contracts on a non-competi- 
tive or cost plus basis, and with 
the corporate surety safeguard re- 
moved. 

In certain relatively high official 
places, the thought appears to pre- 
vail that competitive bidding may 
be safely maintained and bond re- 
quirement waived, a penny wise 
and pound foolish economy. I 
point out to you, as to competitive 
bidding on this basis, that there 
must always be a selection of con- 
tractors by or for those charged 
with responsibility for the award 
of contracts and, for all practical 
purposes, the competitive bidding 


safeguard is nullified when the 


selection of a favored contractor 








or a favored group of contractors 
is vested in the awarding official. 

In times of stress, in times of 
emergency, in times when con- 
tractors generally may not safely 
carry the risk of loss arising out of 
advancing cost of labor and ma- 
terial, it may be desirable to ne- 
gotiate certain public works con- 
tracts on a fee basis. 

However, that plan does not 
remove necessity for contract bond 
protection. The public interest 
should be protected against dis- 
honesty; the furnishers of labor 
and material are entitled to the 
assurance that they will be promptly 
paid for materials furnished; the 
public interest should be pro- 
tected against loss arising out of 
defective workmanship or ma- 
terials. 

The element of cost of construc- 
tion is important. In normal times 
the buying public should have the 
assurance that improvement con- 
templated will not cost in excess of 
a stated amount. However, the 
cost element is only one of many 
exposures covered by the contract 
bond. 

There should 
favoritism in the award of public 
works building and engineering 
contracts. In normal times every 
contractor in this country, small 
or large, operating within his 
capacity is entitled to an oppor- 
tunity to bid for such work. The 


be no room for 
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small contractor is fully entitled to 
share in such work to the extent of 
his capacity. There should be no 
discrimination. There is no sound 
reason for departure from this 
principle even in times of stress. 

As a matter of public interest, 
in the interest of your community, 
state, country, you should leave 
no stone unturned to the end that 
every possible safeguard may be 
thrown around the award of pub- 
lic works contracts. There should 
be no room left for discrimination, 
favoritism or graft, nor the slight- 
est suspicion of discrimination, 
favoritism or graft. To this end the 
free and untrammeled competitive 
system is the only real safeguard 
and this certainly carries with it 
the necessity for adequate corpo- 
rate suretyship. 

Insurance advisers everywhere 
have a real job cut out for them in 
this matter of selling adequate pro- 
tection covering public works con- 
tracts, selling directly and indi- 
rectly through the voting public, 
awarding officials and_ those 
charged with responsibility for 
making and enforcing laws and 
regulations. 

I would not for one minute 
have you think that I do not 
clearly recognize the fact that 
orders for contract bonds are now 
placed by or taken from contrac- 
tors. I say ‘‘orders taken” because 
the contract bond is not sold un- 
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der such circumstances. The bond 
is required pursuant to statute or 
municipal ordinance, or, in rarer 
cases, is required pursuant to 
specifications made by a private 
owner. The only salesmanship in- 
volved in the majority of cases 
under current practices, is the 
matter of selling a contractor the 
use of your services as an agent in 
the placing of the bond. 


New Sates TECHNIQUE NEEDED 

I have a general practical work- 
ing knowledge of contract bond 
selling procedure as it is conducted 
today, and, based on that fact, I 
say to you that our sales program 
needs a thorough overhauling. 
Real forceful salesmanship must 
be brought to bear upon the 
problem if we hope to increase 
the use of contract bond coverage 
in connection with private con- 
struction work, and also if the 
mandatory use of corporate surety 
contract bonds is to be continued 
and improved in connection with 
public works construction con- 
tracts. 


Ill 


Some Guideposts in 
Underwriting 
The line of demarcation be- 
tween underwriting and producing 
contract bond business is not 
definitely placed. Far from it. The 





underwriter who is not production 
minded will not long continue as 
an underwriter. The reverse of 
this is true. The producer of con- 
tract bond business who is not an 
underwriter will not long continue 
as a producer. Production and 
underwriting must go hand in 
hand right from the start and all 
the way through to the finish. 
There is no mystery attendant 
upon the underwriting of a con- 
tract bond risk. Underwriting in- 
volves merely the application of 
sound common sense coupled al- 
ways with the rule that nothing 
should be taken for granted. Get 
the facts and base your conclusions 
on facts, not on wishful thinking. 
The development of contract 
bond underwriting practices has 
proceeded apace with the develop- 
ment of the construction industry. 
The methods employed twenty or 
even ten years ago are not the 
methods of today. Ten years or 
more ago the submission of a 
certified public accountant’s state- 
ment by a contractor was a rarity. 
Today it is a commonplace. 
Judging by the trend, it would 
seem that it is only a matter of a 
short time before we arrive at the 
point when it will be considered 
absurd to attempt to underwrite 
on the basis of anything less than 
a financial statement compiled 
by a certified public accountant, 
and that with complete supporting 











details, including evidence of in- 
vestigation and confirmation of all 
important items of assets and 
liabilities. 

As a general rule, the financial 
statement is the yardstick by 
means of which we may get a true 
measure of the integrity, character, 
ability and capacity of the maker 
of the statement. A sound, well 
balanced statement usually re- 
flects the operating results of the 
successful contractor, a potential 
sound risk. Unless financial data 
submitted indicate that the con- 
tractor knows and applies sound 
accounting methods, it is just 
possible that the maker of the 
statement may not know whether 
he is operating at a profit or loss; 
may not know whether or not he is 
rendering an accurate statement 
of his affairs. 

Underwriters now have at their 
command reliable sources of per- 
formance and credit information 
which greatly simplify the task of 
selecting contractor clients and 
risks — underwriting machinery 
which has been built up and main- 
tained at a very considerable ex- 
pense over a long period of years. 

Nevertheless, even with the im- 
proved underwriting equipment 
now available, experienced under- 
writers of contract bonds are very 
well aware of the fact that the risk 
picked today as a normal standard 


bond risk the 


contract 


may be 
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potential big loss of the future. ‘ 

From time to time in present 
day underwriting practices we 
hear a lot about the so-called 10% 
risk, the risk where contractor’s 
net quick capital is computed at 
10% of the amount of work under 
way and under consideration. 
Evidently some excellent produc- 
ers and some underwriters are 
being led astray with the 10% 
idea. Unless they watch their 
step they will be heavily penal- 
ized. 

Capital is a very important 
element for consideration when 
underwriting a contract bond, 
but there are other equally or 
more important factors which we 
cannot afford to overlock — in- 
tegrity, skill, ability. Prior to the 
approval and issuance of any 
(non-cancellable) contract bond, 
underwriters should make certain: 


— that the contractor has established 
a clear record as to integrity, skill 
and ability; has clearly established 
ability to handle a project of the 
size and class under consideration. 

— that the contractor has sufficient 
free capital to meet the normal 
losses incident to his construction 
business. 

—that the contractor has sufficient 
free net quick capital and credit 
facilities to finance all unfinished 
work and contemplated additional 
work, 
that the contractor has sufficient 
satisfactory modern equipment to 
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“plant” the work under way and 

the new work to be undertaken, or 

additional free capital available to 
finance the purchase of necessary new 
equipment. 

— that the contractor has taken all 
unfinished work at satisfactory 
prices and under satisfactory con- 
tract conditions —all unfinished 
work on a cash basis and cash 
available to pay the contractor 
pursuant to the terms of the 
contract. 

Some good people in private 
business and public office appear 
to think that the necessity for a 
contract bond is removed when 
the points just outlined have been 
satisfactorily covered. The same 
people would not for one minute 
think that the necessity for fire or 
casualty insurance coverage had 
been eliminated by the applica- 
tion of every known safety device 
and safeguard. 

On the other hand, the experi- 

enced contract bond underwriter 
knows that all loss-producing fac- 
tors have not been removed after 
he has reached the conclusion 
that the risk under consideration 
is a standard risk, because: 
(1) The contractor may subsequently 
undertake additional work at un- 
favorable prices and under un- 
favorable conditions. (The failure 
of contractors in many cases is directly 
traceable to losses art sing out of u ork 
subsequently acquired.) 

The contractor may dissipate his 
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assets through faulty investments. 

(3) The contractor’s assets may be 
heavily depreciated or wiped out 
through casualty losses, fire, acci- 
dent, burglary, fidelity — not ad- 
equately insured. 
Labor and material prices may be 
advanced far beyond estimated 
costs. (The fact that estimated 
costs may be covered by firm bids 
from material furnishers is not 
sufficient security, because ma- 
terial furnishers have failed or ad- 
vance arrangements for acquiring 
materials have been upset with 
resultant disastrous losses to the 
contractor.) 

Death or accident frequently dis- 

rupts contractor’s organization 

and plans. (These hazards are not 
always adequately covered by 
business life or accident insurance, 
with resultant losses to the surety.) 

The contract price may prove in- 

sufficient on account of errors in 

the estimate or on account of un- 
disclosed physical or engineering 
hazards. 

(7) The proceeds of progress esti- 
mates paid to contractors are 
placed at the risk of all of the 
contractor’s operations, past and 
future; not segregated and applied 
to any one project. 

(8) Subcontractors may default and 
bring about a complete default by 
the general contractor. 
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The eight points just outlined 
are set up as warnings or guides 
for underwriters, but they are 
likewise the basis for important 
sales arguments, subject to am- 











plification and effective use when 
you are selling contract bond 
coverage. They are not theoreti- 
cal points; they are based upon 
actual experience. 

Possibly I should say more 
about financial statements and 
the analysis of financial state- 
ments for underwriting purposes. 
The producer-underwriter of con- 
tract bonds must of necessity be 
equipped to analyze financial 
statements, the make-up of which 
is almost as varied as the number 
of those submitting statements. 

During the past ten or twenty 
or thirty years it has fallen to my 
lot to analyze thousands (or tens 
of thousands) of financial state- 
ments — statements of all varie- 
ties of make-up — usually state- 
ments made up with the intent of 
showing accurately the financial 
position of the maker, but occa- 
sionally statements made up with 
the avowed intent of fooling some- 
body. And we have been fooled, 
but not too often. 

As a result of experience I have 
reached the conclusion that there 
is no standard formula which may 
be applied to the analysis of state- 
ments, just as there is no standard 
formula governing the make-up 
of statements. Were I to devote 
many pages to it, I could not hope 
to cover this part of the subject as 
fully as it should be covered. 
Therefore, I am going to dis- 
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miss; it with the suggestion that 
you should procure a standard 
work covering analysis of financial 
statements and make it your busi- 
ness to master the subject if you 


intend to become a _ first-class 
contract bond producer-under- 
writer. 


The latest work I have studied 
is “How to Read a Financial 
Statement” by Stockwell. This is 
a somewhat sizable volume, but I 
am sure you will find a study of 
it well worth while. However, your 
reference library may contain 
later or more satisfactory books 
covering this important subject. 


IV 
Rates 


A discussion of contract bond 
production and underwriting could 
not be considered complete with- 
out some reference to rates and 
the necessity for observing manual 
rates. There is nothing more im- 
portant to our business, nor to any 
other class of insurance business, 
than a sound rate structure. 

Never permit yourself to be 
made a party to any scheme hav- 
ing to do with the breaking down 
of a sound rate structure. As a 
business man of insurance you 
should see to it that sound rates 
are observed, not only in the in- 
terest of the companies you rep- 
resent, but also in the interest 
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of the insurance buying public. 

I suggest that you should make 
it your business to acquire a sound 
working knowledge of rate making. 
If you decide to do so, write to 
Towner Rating Bureau for copies 
of pamphlets containing very in- 
structive addresses by Mr. Towner 
covering rate making as applied 
to contract bonds. 

Occasionally our contract bond 
rates are attacked by those who 
assert that they are too high. On 
the other hand, experience rec- 
ords indicate that they are not 
too high. Taken over a period of 
years the underwriting profit has 
been very small. Many companies 
have had heavy underwriting 
losses. A few companies have 
found it necessary to retire from 


business as a result of the ex- 
traordinary losses in this line. 
Personally, I am _ convinced 
that when lower contract bond 
rates are justified by experience 
(by increased production and 
better underwriting), they will be 
promptly made available. Mean- 
while, I am satisfied that our rat- 
ing procedure is fundamentally 
sound; that the makers of our 
rates keep constantly in mind the 
necessity for application of rates 
on a non-discriminatory basis. 
We have previously suggested 
that the small contractor acting 
within his capacity is entitled to 
as much consideration as the large 
contractor in connection with 
bids covering public works proj- 
ects. As to rates, we are in pre- 








The Greater the Need 

The principle of insurance is one of the great ideas produced by civiliza- 
tion. Stripped of its technical language, automobile insurance amounts to 
a number of people paying a small amount of money each year, so that in 
case of an accident, no one individual will have to pay a /arge amount. 

The risk of allowing your car to be driven without insurance is quite 
considerable. Your savings and property, as well as future earnings, are in 
constant jeopardy. On the one hand, your automobile is a valuable piece 
of property. Loss or damage to it places a large and sudden dent in your 
pocketbook unless you are protected against it by insurance. On the other 
hand, your automobile may inflict damage or injury to others which in 
turn might cripple you financially for life — unless you are protected 


against it by insurance. 


The truth is, the less money you have at the moment, the more you need 


insurance. — Collier’s, The National Weekly 











cisely the same position. There 
should be no discrimination against 
contractors, large or small — 
contractors operating within their 
capacity. 

Business men of insurance every- 
where are confronted with the 
absolute necessity of sticking mighty 
close to their knitting in these 
times, or they will wake up some 
fine morning and find that they 
have no knitting. While others 
may be thinking about forty-hour 
and five-day weeks, we 
must be devoting to our jobs all 


weeks 


ee 
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of the time that is necessary in 
order to get the work done and 
done properly. 

Our job is to produce and sell 
adequate insurance. I like the 
word “adequate.” To the insur- 


ance man it means or should 
mean: Don’t undersell — don’t 
oversell. 


It also means that the insurer 
whose policies you sell should be 
adequate and should be kept ade- 
quate by the maintenance of 
correct rates, sound underwriting, 
and effective salesmanship. 


Automobile Oddities 


@ Green autos are considered unlucky in England, and in 


Arabia they’re taboo 


— that color being reserved for the tur- 


bans of Mohammedans who have journeyed to the prophet’s 
tomb in Medina, according to The Steering Wheel, pub- 
lished by Standard Oil Company of New Jersey. The green 
car situation looks up considerably in the south of Ireland. 


@ There are fewer bathtubs than autos in the United States 
Statistics show, roughly, one auto for every four persons, but 
only one bathtub to every six. Which explains why the high- 
ways are so full of cars on Saturday night. 


¢ A little-known Tennessee law still on the statute books de- 
mands that before going for an automobile ride you must 
tack up a sign on the road giving notice of your intention. 


@ There were only two automobiles in Kansas City thirty- 
four years ago. Yet the two drivers managed to meet one 


day 


in a head-on collision! That proves what you 
can do if you really try! 























PERSONALITIES 











W. D. O’Gorman, President of the 
National Association of Casualty and 
Surety Agents, is Senior Vice Presi- 
dent of O’Gorman and Young, forty- 
six-year-old Newark agency. Stevens 
Institute of Technology, Harvard 
Graduate School. World War service 
as Major, later promoted to Lieuten- 
int-Colonel. (Freeing the Salesman from 


His Desk, page 2.) 


Frep C. RoBertson was formerly in 
the United States Consular Service, 
as Vice Consul at Singapore and later 
at Ottawa. Entered insurance in 1919. 
In 1926, with Fidelity and Deposit as 
Assistant Manager at Indianapolis, 
1927, as Manager. In charge of Rich- 
mond office since 1932. (Selling Blanket 
Fidelity Bonds, page 35.) 


Haroitp F. Hammonp is Director of 
the Traffic Division of the National 
Conservation Bureau of the Associa- 
tion of Casualty and Surety Execu- 
tives. University of Michigan, B.S., 
Harvard, M.S., Secretary of Institute 
of Traffic Engineers, of ASA Sectional 
Committees of Safety Glass Code Z26 
and Safety Code for Developing 
Standards for Motor Vehicle Inspec- 
tions D7. Director, Traffic Engineer- 
ing Course, Rutgers University, and 
active member of many other projects 
in traffic safety. (Brains Replace Brawn 
on the Police Force, page 21.) 





ARTHUR M. CLarkK is Vice President 
and Executive underwriter, Nationa! 
Surety Corporation, New York. Col 
lege preparatory education. .Entered 
insurance business in 1909. For many 
years in charge of the National Sure- 
ty’s Contract Bond Underwriting De- 
partment. (Contract Bonds — Production 
and Underwriting, page 49.) 


Pau. N. Gery is a special agent asso- 
ciated in the Philadelphia Metropoli- 
tan Department of the Indemnity In- 
surance Company of North America. 
In the short period since accounts re- 
ceivable insurance has been available 
for sale to insureds, Mr. Gery has 
produced premiums of $45,000 for 
agents and brokers on policies of this 
type and at the same time has carried 
on all of his other work. (How Valuable 
Are Accounts Receivable?, page 10.) 


RussE.L_ Bonp is Director of the casu- 
alty and surety correspondence course 
for agents offered by the Massachu- 
setts Bonding and Insurance Com- 
pany, Boston. Started in insurance 
with Southern Fire in St. Louis. Other 
insurance selling experience in Mis- 
souri, Illinois and Wisconsin. (Getting 
the Premium along with the Order, page 
27.) 


Howarp W. BrapsHaAw heads a Gne- 
man agency (with secretary) in a town 
of 2,400 — Delphi, Indiana. Entered 
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insurance in 1928. Present and past 
activities include service as Director 
and President local country club; 
Director and President Chamber of 
Commerce; President County Depart- 
ment of Public Welfare. Now Second 
Vice President, and Chairman Rural 
Agents and Membership Committees, 
Indiana Association of Insurance 
Agents. (Casualty Possibilities in Rural 
Areas, page 39.) 


BarENT TEN Eyck is General Solici- 
tor of the Association’s Claims Bu- 
reau. Princeton University and Co- 
lumbia Law. Positions held: Assistant 
United States Attorney, Southern Dis- 
trict of New York; Assistant Corpora- 
tion Counsel, New York City; a Chief 
Assistant to Thomas E. Dewey in 
New York County investigation of or- 
ganized crime; Assistant District At- 
torney, New York County, in charge 
of Fraud Bureau; Member of Admis- 
sions Committee, Association of the 
Bar of the City of New York; and 
Discipline Committee, New York 


County Lawyers Association. (Who Are 
the Men of the Claims Bureau? page 42.) 


D. W. Lirtte is Manager of the Bal- 
timore Department, The Hartford 
Steam Boiler Inspection and Insur- 
ance Company. Trinity College. 
Served in World War. Special agent 
in Indianapolis and Boston; subse- 
quently Assistant Superintendent of 
Agencies at Home Office. (Boiler In- 
surance, page 16.) 


Racpu B. Innis (“Innis Insurance 
Insures”) started in insurance in 
Missouri 26 years ago, during which 
time he has represented stock com- 
panies only, and continuously. Is 
General Agent at Kansas City for 
Zurich. Past Commander, American 
Legion Post; member Sons of the 
Revolution. (Let’s Sell Our Own Com- 
modity, page 48.) 


GeorcE H. Beacu is a Special Agent 
of the Hartford Accident and Indem- 
nity Western Department, Chicago. 
(What Are You Selling? page 9.) 


ie 


Industrial Accident Prevention 


New York University’s Center for Safety Education is starting an 
advanced course in Industrial Accident Prevention, in cooperation with, 
and under the auspices of, the National Conservation Bureau of the 
Association of Casualty and Surety Executives. The course is designed for 
safety engineers, inspectors, supervisors and others having responsibility 
for industrial safety, and those considering safety promotion as a career. 
Meetings are held at 60 John Street, N. Y. C. 








